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9,30  A.M.Sessioh. 

■April  5th,  1945. 

JAMES  RICHARDSON  DONALD,  having 
been  first  dul;  sworn,  examined  by  the  Chairman,  testi¬ 
fied  as  follows 

Q,  Mr.  Donald',,  if  you  will  just  read  your  submission  when 
you  are  ready? 

A  Yes . 

Q,  And  make  such  comments,  if  any,  that  you  may  desire  as  you 
go  along? 

A  Thank  you. 

Q,  We  will  mark  Mr. Donald’s  submission  Exhibit  58. 

SUBMISSION  0E  MR.  J.  R.  DONALD 

MARKED  EXHIBIT  58. 

WITNESS:  Mr.  Chairman  and  Gentlemen: 

The  Dominion  Government  Ammonia  Plant  located 
immediately  south  of  Calgary  end  known  as  ’’Alberts  Nitrogen 
Products  Limited”  was  planned  early  in  1940  as  part  of  the 
overall  program  of  the  Department  of  Munitions  &  Supply 
for  the  production  of  ammonia  and  ammonium  nitrate  to 
meet  United  Kingdom,  Canadian  and  other  requirements. 

In  addition  to  the  Calgary  plant  Government 

/ 

financed  ammonia  and  ammonium  nitrate  plants  were  erected 
at  Niagara  Falls  and  at  Trail,  British  Columbia.  The 
Calgary  plant,  originally  planned  to  have  a  capacity  of 
100  tons  of  ammonia  per  day,  has  been  expanded  to  a 
capacity  of  some  230  tons  of  ammonia  per  day,  and  in 
addition  has  equipment  for  converting  some  75  tons  per 
dry  of  this  ammonia  to  ammonium  nitrate. 

It  is  the  largest  unit  in  the  Government  ammonia 
operations  and  the  only  plant  using  natural  gas  as  the 
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basic  raw  material  for  ammonia  manufacture. 

The  decision  to  locate  the  plant  at  Calgary  was 
based  upon  the  availability  of  natural  gas,  good  water 
supply  and  suitable  transportation,  and  the  general  belief 
that  an  ammonia  plant  so  located  should  prove  a  valuable- 
post-war  industrial  asset. 

The  construction  involved  a  capital  expenditure 
of  some  $10,000,000.00  and  it  is,  I  believe,  the  largest 
single  manufa  cturing  enterprise  in  Alberta.  It  represents 
the  most  recent  advances  in  chemical  engineering  technique 
in  the  field  of  high  pressure  synthesis,  and  it  is  undoubt¬ 
edly  one  of  the  finest  plants  of  its  hind  on  the  continent. 
It  currently  provides  employment  for  some  400  men  and  women 
including  a  highly  trained  technical  staff  and  e.n  unusually 
high  proportion  of  skilled  labour. 

The  plant  was  primarily  created  to  supply  ammonia 
end  ammonium  nitrate  for  ex^osives  end  did  so  first  for 
Canada  end  the  United  Kingdom  and  later  for  the  United 
States.  More  recently  a  large  proportion  of  t he  output 
has  been  converted  to  nitrogen  fertiliser  to  meet  the 
serious  world  wide  shortage  of  fertilizer  nitrogen  required 
for  food  production. 

An  .outstanding  wartime  achievement  has  been  the 
development  at'  this  plant  of  a  process  for  the  production 
of  ammonium  nitrate  in  a  suitable  physical  farm  to  meet 
fertilizer  requirements.  The  process  has  also  been 
installed  at  the  other  Government  plants  and  Nitraprills, 
as  the  product  is  known,  is  finding  a  world  wide  market. 
Inasmuch  as  prior  to  this  development  ammonium  nitrate 
was  considered  an  unsatisfactory  fertilizer  material, 
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it  represents  a  notable  achievement,  and  has  proved  an 
important  contribution  to  the  Canadian  war  effort. 

I, might  say  that  we  first  of  all  tried  to  dispose 
of  the  ammonium  nitrate  fertilizer  in  the  form  it  was 
produced,  but  it  used  to  cake  up  solid  in  the  bag  so  that 
the  user,  it  was  practically  impossible  for  him  to  use, 
and  the  user  who  used  it  he  had  to  break  it  up,  but  by 
this  process  that  difficulty  has  been  overcome  and  the 
largest  fertilizer  manufacturers  throughout  the  United 
States,  who  at  first  were  very  pessimistic  about  ammonium 
nitrate  being  generally  suitable  for  use  as  fertilizer, 
reversed  their  opinion  and  they  now  determine  it  to  be  a 
good  fertilizer  material. 

Currently  maximum  production  of  ammonia  from  our 
plants  is  required  to  meet  the  United  Nations’  demand  for 
e  plosives  and  fertilizer,  and  this  condition  will  continue 
until  the  end  of  the  war  in  Europe. 

As  a  matter  of  fact, at  the  present  time  ammonia 
is  as  short  as  it  ever  has  been. 

A  world  wide  ammonia  shortage  is  anticipated  for 

\  • 

at  least  two  years  after  the  conclusion  of  the  European  war 
and  possibly  longer  depending  upon  the  war  in  the  Pacific* 
^his  ammonia  will  be  required  to  meet  the  serious  food  short¬ 
age  throughout  the  world  and  to  restore  agriculture  in  the 
devastated  countries.  It  consequently  seems  evident  that 
for  at  least  another  two  years  a.  world  shortage  of  nitrogen 
will  continue,  and  full  operation  of  the  Calgary  plant  will 
be  required  as  part  of  the  war  effort.  In  some  qusrters  it 
is  felt  that  the  p  -riod  maybe  longer  than  two  years. 

You  will  realize  that  the  difficulty  of  being 
very  definite  about  these  markets  is  the  unknown  factors. 
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If  the  Japanese  war  breaks  up  the  demand  will  break  up. 

There  h‘~s  been  a  tremendous  inorease  in  ammonia  production 
all  over  the  world.  We  have  had  it  out  here  but  it  '.has 
undoubtedly  been  the  same  way  in  the  Axis  countries1-,  and 

i 

gradually  as  these  plants  sre  reconditioned  and  things  get 
back  to  normal,  the  comparative  position  in  ammonia  will 
be  much  greater  than  it  has  ever  been.  There  is  no  question 
about  it.  'But  in  the  meantime,  the  shortage  is  on  and 
these  markets  will  undoubtedly  persist  until  the  world 
stocks  are  built  up  again.  Now  countries  like  the 
Rhillipines  and  Malaya  are  very  heavy  users  and  they  have 
not  been  able  to  get  it,  and  as  they  are  re-established 
the  demand  from  such  countries  will  be  tremendous. 

With  the  end  of  the  nitrogen  shortage  the 
operation  of  the  plant  will  be  dependent  upon  its  ability 
to  compete  in  the  world  markets.  The  Canadian  demand  is 
relatively  small  and  this  plant  will  be  dependent  upon 
exports. 

I  think  it  is  important  to  recognize  this  Canadian 
position.  In  other  words,  any  one  of  our  ammonia  plants 
in  probably  three  months  can  supply  the  total  Canadian 
demand.  So  that  you  can  see  that  the  outlets  for  this 
plant  must  be  by  exports. 

As  has  already  been  pointed  out  the  basic  raw 
material  in  the  manufacture  of  ammonia,  at  this  plant  is 
natural  gas.  Any  increase  in  the  price  of  natural  gas 
will  be  directly  Reflected  in  the  cost  of  ammonia  end  gas  is 
one  of  the  few  controllable  costs*  The  volume  of  gas 
used  operating  at  full  capacity  is  some  9,000,000  cubic 
feet  per  day,  and  I  am  informed  this  represents  some  2 ofo 
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of  the  total  gas  demand  cf '  the  Calgary  district,  and  makes 
the  ammonia  plant  the  'largest  industrial  consumer*  More¬ 
over,  it  represents  an  ideal  load  in  that  the  demand  is  con¬ 
stant  and  practically  unvarying  throughout  the  24  hours 
and  the  year.  As  the  other  expanded  war  demands  in  the 
Calgary  district  sre  reduced  the  consumption  of  the  ammonia 
plant  will  represent  a  larger  proportion  of  the  total. 

In  arranging  for  the  construction  and  operation 
of  the  ammonia  plant  the  Department  of  Munitions  &  Supply 
negotiated  the  contract  for  gas  under  which  the  plant  has 
been  operating.  We  would  be  very  sorry  to  see  any  increase 
in  the  price  of  gas  as  this  would  adversely  affeot  our 
cost  of  ammonia,  and  we  would  request  that  the  existing 
price  be  maintained.  We  are  familiar  with  the  costs  of 
similar  plants  in  the  United  States  and  some  of  these 
operate  on  lower  cost  gas  than  the  Calgary  plant. 

It  Is  also  suggested  that  a  special  low  industrial 
rate  would  be  warranted  post-war,  having  in  mind  the 
continuing  .industrial  importance  of  this  enterprise  and 
the  necessity  of  competing  in  world  export  markets  if 
operations  are  to  be  maintained. 

Finally  we  would  again  stress  the  importance  to 
the  community  of  this  large  modern  chemical  plant,  the 
possibility  ..of  expansion  into  other  products  and  the 
creation  of  a  diversified  chemical  industry. 

TEE  CHAIRMAN:  Any  questions,  Mr.  Chambers? 

ME .  CHAMBERS :  No  q ue s t ions . 

TEE  CHAIRMAN;  Mr.  Harvie? 
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CROSS-EXAMINATION  BY  MR.  EAR  VIE 

Q,  Mr.  Donald,  you  state  in  your  report  that  the  capacity 
of  the  plant  is  about  9,000,000  cubic  feet  per  day? 

A  Yes . 

Q,  In  the  operation  of  the  plant  would  it  be  possible  to  adjust 
that  to  meet  peak  load  requirements  for  the  Calgary  domestic 
market? 

A  Well  I  think  that  is  something  really  that  you  should  talk 
to  the  operators  of  the  plant  about.  It  is  a  particular 
operating  problem,  and  it  is  one  of  those  things  that  will 
have  to  be  studied  as  an  engineering  problem,  and  I  am  not 
really  in  a  position  to  discuss  it  in  detail. 

Q.  I  notice  that  you  state  also  that  you  are  familiar  with  the 
cost  of  similar  plants  in  the  United  States,  some  of  these 
operating  on  a  lower  cost  gas  than  the  Calgary  plant. 
Previous  to  that  in  your  report  you  mention  as  far  as  Canada 
is  concerned  this  was  the  only  plant  using  natural  gas  as 
your  raw  materiel.  I  assume  from  this  last  oomment  that 
in  the  States  there  are  plants  using  natural  gas? 

A  Yes,  there  are  several,  mostly  located  near  the  gas  fields 
in  the  South. 

Q,  Do  you  know  if  their  over-all  cost  is  comparable  with  the 
plant  in  Calgary? 

A  Yes,  they  are  vcr}^  closely  comparable. 

Q,  Thank  you. 

A  You  mean  over-all  operating  cost? 

Q.  The  total  cost  of  the  finished  product? 

A  Yes,  very  comparable. 
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C  RQ33 - EXAM  INAT I  ON  0?  THE  3AMS  WITNB33  BY  MR.  MCDONALD . 


Q,  Will  you  tell  as  what  -is  the  present  price  that  you  ar  e 
paying  for  gas? 

A  I  have  not  got  the  exact  details.  I  have  got  an  idea  what 
the  figure  is  but  I  do  not  want  to  put  it  in  here  as  being 
right  because  I  may  not  be  right  .  At  any  rate  it  is  the 
contract  price  and  in  any  event  I  think  I  would  regard  that 
as  a  contract  matter  and  I  think  it  should  be  dealt  with  as 
a  contract  matter. 

Q,  I  take  it  your  suggestion  is  that  even  though  the  cost  of 

producing  gas  in  Turner  Valley  to  the  producer  should  be  one 
figure  and  should  be  more  than  your  present  price  you  still 
maintain  the  contract  price  should  be  paid  that  you  now  have? 

A  I  do  not  suggest  anything.  All  I  have  stated  is  that  the 
price  of  gas  will  be  directly  reflected  in  the  price  of  the 
ammonia  and  the  ability  to  sell  our  product  will  be  dependent 
upon  pr ice . 

Q,  And  if  the  producer  in  Turner  Valley  who  owns  the  gas  wants 
to  sell  his  gas  to  your  firm  he  would  have  to  fit,  into  your 
picture  of  your  operation? 

A  Well  the  plant  cannot  operate  at  a  loss  can  it? 

Q,  And  neith.Gr  can  the  producer  produce  gas  at  a  loss  either. 

But  that  is  your  suggestion,  if  it  is  a  proper  business  prop¬ 
osition  for  the  producer  and  the  man  who  owns  the  gas  to  deal 
on  a  contract  price  with  you  lower  than  it  should  be? 

A  I  do  not  think  I  am  here  to  make  any  suggestion  of  that  sort 
whatsoever.  All  I  have  said  is  this  that  you  must  recognize 
that  if  the  Ammonia  Plant  is  to  operate  post-war,  it  will 
ha/ e  to  be  competitive  with  other  similar  plants,  taking  .  . 
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everything  into  consideration  and  that  will  have  to  govern 
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the  prico  of  gas  to  the  plant . 

Cl 

Now  I  take  it  that  this  Alberta  Nitrogen  Products  Limited 

• 

A 

is  a  public  corporation? 

A  fully  Government -owned  plant,  Dominion  Government -owned 

Q, 

plant . 

What  are  the  results  of  the  ope  rations  now  at  the  present 

price.  Is  it  a  paying  proposition  or  a  losing  proposition? 

A 

Unfortunately  I  am  afraid  that  when  you  are  dealing  with  a 

war  effort  you  cannot  afford  to  regard  things  as  to  whether 

they  pay  or  do  not  pay.  You  have  to  have  them.  There  is  no 

real  criterion  to  base  things  on.  Most  of  the  ammonia  that 

we  supply  for  fertilizer  is  finally  given  away  under  our 

ft 

Q, 

mutual  aid  set-up  and  that  sort  of  thing. 

It  is  a  war  effort? 

A 

Yes . 

0, 

And  as  long  as  the  production  of  the  plant  is  being  used  in 

war  effort  and  as  part  of  the  war  policy  of  the  country,  the 

Dominion,  the  cost  should  really  be  borne  by  the  Dominion  as 

a  whole  should  it  not? 

A 

I  am  afraid  you  are  going  out  of  my  depth.  I  am  not  pre¬ 
pared  to  discuss  that  question  of  over-all  finance  of  these 

things . 

i  Q 

The  point  I  have  in  mind  is  this,  that  if  the  product  is 

being  produced  because  of  the  low  price  of  gas  in  Turner 

Valley,  which  gas  is  being  sold  at  a  loss  to  the  producer, 

the  producer  is  making  the  contribution  to  the  war  effort 

and  it  is  an  individual  contribution  rather  than  from  the 

taxpayers  as  a  whole. 

A 

Don’t  you  think  there  are  a  lot  of  other  factors  involved 

such  as  the  people  who  are  employed  and  other  advantages 
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that  occult  from  having  such  an  operation  in  the  district? 

Q,  Well  we  should  have  all  these  facts  available  in  order  to 
evaluate  that  and  arrive  at  a  conclusion  of  that  kind. 

A  Well  I  am  not  quite  clear  what  you  are  asking  me,  Mr.  McDon¬ 
ald.  You  are  asking  me  whether  -  on  what  basis  the  Govern¬ 
ment  should  purchase  gas  are  you? 

Q,  Yes.  Should  they  purchase  it  at  its  real  value  or  should 
they  ask  the  producers  to  take  less  than  it  costs? 

A  I  do  not  think  I  would  be  inclined  to  answer  that . 

Q,  And  if  the  price  is  set,  the  price  for  the  Ammonia  Plant  is 

such  and  such  -  I  do  not  know  what  your  prices  are  -  -  - 

A  I  am  afraid  I  am  not  in  a  position  to  discuss  these  things. 

I  do  not  know  anything  about  the  basis  of  the  prices  that 
you  are  asking  about  or  what  they  mean.  We  have  a  contract 
and  we  get  gas  at  a  certain  price.  We  presume  under  that 
contract  we  paid  a  fair  price  for  the  gas.  We  would  be  very 
sorry  to  see  it  increased  because  it  will  affect  the  cost  of 
our  ammonia. 

DR.  BOOMER:  I  should  point  out,  Mr.  McDonald,  that 

the  pride  that  the  producer  ultimately  gets  is  the  same  whether 
his  gas  goes  to  the  Alberta  Nitrogen  or  into  the  City  of 
C  alg  ar  y . 

MR.  MCDONALD:  That  is  part  of  the  trouble. 

DR.  BOOMER:  tes,  I  know  that,  but  there  is  no  dist¬ 

inction  at  the  moment. 

MR.  MCDONALD:  If  that  were  to  be  continued  and  the 

price  of  gas  to  the  Ammonia  Plant  is  less  than  the  actual 
cost  of  production  and  in  case  your  Board  should  fix  a  fair 
price  to  the  producer,  that  would  mean  the  other  consumers 
on  the  line  would  be  bearing  the  load  disproportionately. 
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DR.  BOOMER:  I  did  not  know  what  you  wore  driving  at. 

Now  I  know. 

Q,  MR .  MCDONALD:  Tho  point  is  this.  My  clients  are  prod¬ 

ucers  and  you  understand  what  the  situation  is.  We  would  like 
to  have  made  available  to  us  all  the  information  relative  to 
this  Alberta  Nitrogen  Plant  that  is  available.  That  is  in 
order  that  we  might  make  representations  to  this  Board  and 
it  would  help  the  Board  to  determine  what  they  think  our 
price  should  be. 

'  *  /  f 

A  I  would  think  to  do  that  you  could  find  out  all  the  inform¬ 
ation  you  want.  Dive  us  a  letter  or  something  and  we  will 
do  our  best  to  answer  it  for  you. 

Q,  I  have  already  asked  your  counsel  who  was  purporting  to 

\ 

represent  you  and  he  ignored  my  request. 

A  There  is  no  reason  why  the  basic  facts  cannot  be  known.  We 
have  no  reason  to  hide  them.  But  you  are  asking  me  things 
I  am  not  competent  to  deal  with. 

Q,  They  will  be  made  available? 

A  I  do  not  see  why  certain  basic  information  should  not  be 
made  available  but  the  final  answer  cannot  rest  with  me. 


CR033-EXAMKNATI0N  BF  THE  SAME  'WITNESS  BY  MR.  BLANCHARD . 

Q,  Mr.  Donald,  do  you  know  what  the  range  of  prices  is  for  gas 
in  the  United  States  plants? 

A  We  got  that  information  confidentially  from  the  United  States. 

It  is  not  something  that  we  can  make  public. 

Q,  It  is  not  something  that  you  can  disclose  to  this  Board? 

A  I  do  not  think  so,  no.  That  is  something  that  comes  to  us 

confidentially  from  the  U.  3.  Government. 

Q,  I  was  under  the  impression  these  prices  were  fixed  by  similar 
Boards  to  this  in  the  United  States. 
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A  Well  I  do  not  know.  This  comes  to  us  as  confidential  inform¬ 
ation.  • 

Q,  Are  these  plants  established  right  in  the  gas  field  or  are 
they  some  distance  from  the  gas  supply,  do  you  know? 

A  I  cannot  answer  that  in  detail.  I  know  they  are  generally 
in  the  southwest.  I  do  not  know  what  their  exact  location 
is . 

Q,  How  many  plants  of  a  similar  nature  are  there  in  the  United 
States,  that  is  that  have  been  built  for  war  purposes,  do 
you  know? 

A  Four  or  five  I  think  on  gas. 

Q,  You  say  in  the  case  of  some  of  them  the  cost  of  the  gas  is 

lower?  . 

A  That  is  right. 

Q,  Is  the  cost  of  the  gas  substantially  higher  in  the  case  of 
the  others? 

A  In  the  case  of  one  there  is  a  considerably  higher  cost  of 

gas  but  in  the  case  of  two  it  is  the  same  and  two  are  lower. 

Q,  Very  much  lower? 

A  Yes,  substantially  lower.  They  are  lower  I  suppose  by  20  per 
cent . 

Q,  And  that  is  based  on  the  price  into  the  plant  .  That  is  at 
what  it  is  sold  to  the  Government? 

A  That  is  our  understanding  . 

Q,  You  mention  in  the  last  paragraph  of  your  report  the  possibil¬ 
ity  of  expansion  into  other  products.  I  wonder  if  you  could 
elaborate  on  that. 

A  Well  just  generally  speaking  a  plant  of  this  type  could  be 
used  to  produce  other  ranges  of  products.  For  example  you 
start  with  ammonia  and  you  can  produce  urea  or  you  can  convert 
that  plant  relatively  easily  and  produce  methanol. 
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It  would  be  used  to  manufacture  other  products  having  an 
ammonia  base?  * 

Not  necessarily  an  ammonia  base.  Urea  has  an  ammonia'  base 
but  methanol  has  not . 

But  using  natural  gas  in  some  form  or  other? 

Yes . 

Could  the  plant  be  used  as  a  refinery,  for  instance? 

As  an  oil  refinery? 

A  refinery  for  crude  products? 

Crude  oil? 

With  of  course  changes  in  the  layout  and  so  on? 

You  mean  oil? 

Yes . 

No,  it  is  not  suitable  at  all. 

THE  CHAIRMAN:  Mr.  Fenerty? 

MR.  FENERTY:  No  questions. 

MR.  CHAMBERS:  If  the  Board  pleases,  I  have  no  questions 

to  ask  Mr.  Donald  but  while  he  is  in  the  box  perhaps  I  should 
make  these  observations  -  and  I  am  speaking  now  not  on  behalf 
of  my  clients  but  mainly  as  a  citizen  of  Calgary  -  that  this 
report  it  seems  to  me  raises  a  matter  of  vital  importance  to 
this  Southern  Alberta  and  to  Calgary  particularly.  Taking 
the  long-range  view  that  after  the  war  the  possibilities  that 
this  plant  may  export  for  a  while.  It  does  seem  to  me  that 
it  would  be  of  assistance  to  the  Board  if  we  had  more  inform¬ 
ation.  I  am  not  suggesting  that  Mr.  Donald  is  the  man  to 
furnish  it  or  that  it  should  be  furnished  now,  but  so  that 
the-  Bo,  ,rd  call  properly  assess  the  possibilities.  The  only 
reason  I  an  mentioning  it  now  is  whether  there  can  be  some 

arrangement  made  whereby  the  operators  of  the  plant  could 

•  / 

furnish  to  the  Board  or  furnish  a  witness  who  would  give 
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evidence  as  to  costs  and  as  to  probable  costs,  probable 
maximum  costs  that  they  could  pay  for  gas  after  the  war 
and  meet-  competition.  The  thought  I  had  in  mind  is  this 
that  these  planets  in  the  States  that  will  be  competitors  are 
probably  operating  on  a  war  set-up  as  we  are  now. 

THE  CHAIRMAN:  I  think  possibly,  Mr.  Chambers,  when 

the  tims  cones  to  fix  industrial  prices  those  points  you 
have  mentioned  are  very  important. 

MR •  CHAMBER3  :  The  reason  I  mention  it  is  that  maybe 

some  higher  officials  may  have  to  decide  as  a  matter  of  policy 
whether  the  information  is  going  to  bo  available . 

THE  CHAIRMAN:  That  is  right. 

MR.  CHAMBERS :  And  now  might  be  a  good  time  to  start 

laying  the  foundation  to  see  whether  wo  con  get  that  inform¬ 
ation  . 

THE  CHAIRMAN:  I  discussed  that  very  briefly  with  Mr. 

Donald  yesterday  and  he  indicated  that  he  was  not  in  a 
position,  for  more  reasons  than  one,  but  the  main  one  is 
that  he  did  not  have  tho  detailed  information  that  we  would 
require.  That  is  why  I  suggested  that  his  submission  would 
be  left  in  a  more  or  less  general  form  and  tho  matter  would 
be  before  us.  We  would  know  their  problems  and  the  details 
could  bo  obtained  at  a  later  date  before  tho  prices  wore 
fixed.  Is  that  the  situation? 

Yes,  sir.  I  might  add  that  the  situation  is  a  very  complex 
one.  You  have  ammonia  plants  operating  on  coke  which  can 
produce  very  cheap  ammonia.  Then  there  is  the  question  of 
freight.  The  location  of  your  plant  becomes  very  important. 
For  example,  the  ammonia  produced  here  although  lower  in  cost 
than  the  ammonia  produced  in  the  East  will  probably  not  be 
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lower  in  cost  when  you  deliver  it.  Yon  get  into  so  nan  y 
problems  and  a  great  many  of  the  factors  are  going  to  be  un¬ 
known  . 

H  MR.  MCDONALD:  Is  there  any  other  ammonia  plant  further 

west  in  America  than  this  particular  plant? 

A  Oh  yes.  There  is  the  Trail  plant  and  the  American  plants  in 
3an  Francisco. 

Q,  THE  CHAIRMAN:  Do  they  operate  on  gas  too? 

A  3one  of  the  American  plants  do. 

THF  CHAIRMAN:  Anything  further? 


(Go  to  page  146? ) 
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MR.  CHAMBERS:  Mr.  Chairman,  Mr.  Webb  is  available 

or  if  you  would  prefer  to  recall  Mr.  Galloway  first. 

Perhaps  I  had  better  call  Mr.  Webb. 

J.  B.  WEBB  having  been  recalled  direct-examination  by  Mr. 
Chambers  continued: 

0;  Mr.  Webb,  you  are  still  under  oath? 

A  Yes. 

MR.  CHAMBERS:  If  the  Board  pleases,  I  had  completed 

my  examination  yesterday  but  arising  finally  out  of  what 
Mr.  Galloway  said  I  might  want  to  direct  another  question 
to  Mr.  Webb  but  I  think  in  fairness  to  Mr.  Galloway  I  should 
postpone  it  until  he  is  here,  so  Mr.  Steer  can  proceed  with 
his  cross-examination. 

CROSS-EXAMINATION  BY  MR.  STEER 

Q  In  your  experience  in  the  Viking  field,  Mr.  Webb,  it  is  a 
long  distance  study? 

A  To  some  extent,  Mr.  Steer. 

Q,  You  have  not  had  access  to  the  information  on  the  files  of 
the  Northwest  Utilities? 

A  No . 

Q,  And  you  have  not  had  access  to  the  logs  and  the  history  of 
the  various  wells  that  .that  Company  has  drilled  both  in  the 
Viking  and  the  Kinsella  fields? 

A  That  is  true  although  there  is  a  great  deal  of  information 
on  file  in  the  Conservation  Board's  Office. 

Q  Yes,  and  you  did  state. in  your  evidence  that  to  your 

knowledge  Mr.  Slipper  had  studied  that  situation  on  the 
ground  for  a  long  time? 

A  That  is  true. 


I 


\ 


r 


C-l-2 


Mr.  J.  B.  Webb 

Cross -Exam,  by  Mr.  Steer 

-1468- 

Q  And  you  are  aware  of  that? 

A  Quite  aware  of  it. 

Q,  'Have  you  hsd  pressure  contour  maps  of  the  area  made? 

A  No. 

Q,  Have  you  had  pressure  converted  maps  of  the  area  made? 

A  No  Sir. 

Q  You  heard  Mr.  Slipper  say  that  that  had  been  the^nsture  of 
his  study,  to  make  those  maps  in  his  study  over  a  period  of 
years? 

A  That  is  right. 

Q,  Then  the  difference  between  your  evidence  and  Mr.  Slipper’s 
is  that  you  consider  the  area  of  the  two  fields  proven  to  be 
some  74  square  miles,  while  he  considers  the  proven  area  to 
be  some  200  square  miles? 

A  That  is  true. 

Q,  Now  we  will  assume  that  Mr.  Slipper's  area  of  200  square  miles 
is  correct  and  we  will  assume  that  the  other  data  which  he 
gave  to  the  Board  are  correct,  -  it  would  not  be  surprising 
to  you  to  find  that  his  estimate  of  500  billion  or  600 
billion  was  conservative? 

A  You  are  asking  me  that  question,  Mr.  Steer. 

Q  Yes? 

THE  CHAIRMAN:  It  is  something  Mr.  Steer  is  putting 

t*.  you.. 

A  Yes.  I  cannot  arrive  at  the  conclusion  that  600  billion  is 
proven. 

Q,  MR.  STEER:  No,  I  am  not  asking  you  that,  Mr.  Webb. 

I  am  asking  you  if  you  assume  an  area  proven  of  200  square 
miles,  end  then  I  am  asking  you  to  assume  the  other  data 
which  Mr.  Slipper  gave  as  to  porosity  and  pressure,  and  then 


* 


) 


\ 


*  '  w  l 


C-l-3 


Mr.  T.  B.  Webb 
Cross-Exam,  by  Mr.  Steer 

-1469- 


0 


A 

Q 

A 

Q 

A 

Q' 


I  ask  you,  is  it  a  matter  of  surprise  to  you  that  he  should 
make  an  estimate  of  600  billion? 

It  is  a  surprise  to  me  that  he  should  assume  200  square  miles 
as  proven. 

Yes.  Very  few  witnesses  are  prepared  to  make  assumptions 
of  that  sort  in  my  experience,  but  I  am  asking  you  to  assume 
it? 

All  right,  i  will  assume  it. 

You  will-  assume  200  s qu mvv  «-?£ le-s?“ 

For  the  purposes  of  this  discussion. 

For  the  purposes  of  this  discussion  and  you  will  assume  the 
other  factors  which  Mr.  Slipper  gave  in  his  evidence? 

Yes. 

Then  I  ask  you  is  it  a  matter  of  surprise  to  you  that  he 
should  arrive  at  an  estimate  of  600  billion? 

No,  it  would  not  be  a  matter  of  surprise. 


MR.  STEER: 

THE  CHAIRMAN: 
MR.  FENSRTY : 
THE  CHAIRMAN: 
MR.  HARVIE: 
THE  CHAIRMAN: 
MR.  MCDONALD: 
THE  CHAIRMAN: 


That  is  all,  thank  you*- 
Mr.  Fenerty? 

No  questions. 

Mr.  Harvie? 

•No  questions. 

Mr.  McDonald? 

No  questions.- 
Mr.  Blanchard? 


MR.  BLANCHARD: 


No  questions. 


RE-EXAMINATION  BY  MR.  CHAMBERS: 

Q,  Mr.  Webb,  you  were  present  yesterday  and  heard  Mr.  Galloway’s 
evidence  with  respect  to  the  Princess  Field.  Now  I  have  no 
particular  questions  to  direct  to  you  but  if  you  have  anything 
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to  say  on  your  own  initiative  you  might  do  so  now? 

A  A  point  that  I  thought  would  be  worthy  of  consideration  was 
that  to  ray  knowledge,  having  been  in  the  field  at  the  time 
a  number  of  these  wells  were  being  tested  by  drill  stem  tests, 
that  water  was  encountered  either  in  the  base  of  the  Sunburst 
sand  or  the  Chert  Zone  or  Chert  Bed.  I  believe  that  Mr. 

Galloway  is  quite  cognizant  of  that  fact.  Also  I  think  that 

\  \ 

most  of  the  results  obtained  were  in  the  form  of  drill  stem 

tests.  I  believe  it  is  generally  recognized  that  drill  stem 
tests,  which  generally  do  not  extend  over  a  period  of  a  few 
minutes  or  an  hour,er2  scarcely  a  very  sound  basis  for  arriving 
at  the  field  production  possibilities,  particularly  in  view 
of  the  faot  that,  as  I  have  said,  a  number  of  the  wells  show 
the  presence  of  what  we  call  ”bo ttom-wat er"  in  the  base  of 
the  reservoir,  even  on  the  higher  part  of  the  structure.  It 
was  this  condition  that  led  me  to  state  in  my  report  that  I 
thought  that,  although  some  80  billion  cubic  feet  reserve  was 
arrived  at  by  the  volumetric  calculation,  and  that  is  very 
close  to  Mr.  Galloway ’ s  mo  re  conservative  figure,  that  the 
actual  available  reserves,  when  it  came  to  production,  should 
possibly  be  regarded  as  about  half  of  that  figure.  I  believe 
that  in  the  case  of  gas  fields  where  water  is  definitely 
present  in  the  reservoir,  that  is  considered  a  conservative 
practice . 

Q  Mr.  Webb,  you  mentioned  about  ’’drill  stem  test”,  that  is  I 
take  it  as  d i stinqui shed  from  other  kinds  of  tests;  first 
of  all,  will  you  explain  to se  laymen  the  nature  of  what  a 
drill  stem  test  is  as  d is tinquished  from  the  other  tests  you 
have  in  mind? 

A  A  drill  stem  test  is  made  in  the  processof  drilling  by,  - 
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without  taking  the  mud  and  circulating  fluid  out  of  the  hole,- 
by  running  a  packer  on  the.  drill  pipe  to  a  point  immediately 
above  the  sand  that  you  wish  to  test.  By  applying  weight  on 
the  drilling  pipe,  the  drill  pipe  packer  and  the  valve  may  be 
open  which  leads  into  the  pipe  below  the  packer  exposing  the 
sand  or  whatever  the  reservoir  may  be,  to  atmospheric  pressure 
and  sealing  off  the  column  of  mud  above. 

Q  The  production  then  I  take  it  is  taken  from  a  comparatively 
small  pipe? 

A  Yes,  as  Mr.  Galloway  pointed  out,  it  is  usually  through  a 

/ 

very  small  tube  or  valve,  a  very  small  opening,  and,  true 
enough,  the  flow  of  liquid  or  gas  may  be  somewhat  less  than 
you  would  get  if  the  full  hole  or  the  average  valve  were 
used . 

q  Now  what  other  nature  of  test  did  you  have  in  min#,  apparently 
you  were  distinquishing  the  drill  stem  test  in  your  mind  from 
some  others,  end  you  thought  perhaps  there  should  have  been 
another  kind  of  test? 

A  You  generally  speak  of  "Production  Test"  as  tests ‘after  t he 

♦ 

casing  has  been  run  and  cemented  either  above  or  through  the 
formation.  If  the  casing  has  been  run  through  the  sand  and 
the  casing  has  been  perforrted  opposite  the  sand  formation 
and  the  hole  then  is  cleaned  of  mu#  and  oil  and  it  is  then 
very  nearly  dry  and  the  formation  allowed  to  flow  into  the 
hole,  -  in  the  case  of  an  oil  well  a  tube  is  generally  run 
and  the  oil  flows  through  the  tube  and  the  test  may  be  con¬ 
tinued  over  an  indefinite  period, 

Q,  The  second  test  you  mentioned  is  more  comparable  to  the 
natural,  actual  operating  conditions  of  the  well? 

A  Ys  s . 
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Q,  The  t  you  ere  going  to  take  production  from? 
A  Yes. 

I 

MR.  CHAMBERS:  Thet  is  all  thank  you. 


(Go  to  page  1473) 
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MR.  McLAWS:  I  probably  should  have  apologized  to  the 

Board  for  not  being  here  before  but  I  think  the  Board’s  esti¬ 
mate  of  one  hour  for  the  previous  witness  was  the  cause. 

THE  CHAIRMAN:  We  were  unduly  pessimistic. 

J,  0.  GALLOWAY,  having  been  recalled, 
cross-examined  by  Mr.  Chambers. 

2  Mr.  Galloway,  if  I  recollect  correctly  you  told  us  yesterday 
that  on  the  basis  of  a  conservative  estimate  the  figures  that 
you  had  arrived  at  was  72  billion  and  on  an  optimistic  basis 
it  was  138  billion,  or  thereabout  in  the  proven  area  of  the 
Princess  field.  Is  that  a  fair  way  to  put  it? 

A  That  was  my  statement. 

Q,  And  that  proven  area  was  abo^it  5300  or  5900  acres? 

A  I  believe  my  statement  was  that  it  was  in  my  opinion  not  less 
than  that. 

Q,  Not  less  that  5800  or  5900  acres  and  your  mean  estimate  was 
100  billion? 

A  That  was  the  figure  which  I  selected. 


Yes 

Now  - 

MR . 

McLAWS : 

For 

the 

Sunburst? 

MR. 

CHAMBERS : 

Oh 

yes . 

I  am  talking  about  the  Sunburs 

now 

• 

MR. 

CHAMBERS : 

In 

that 

area  you  have  now  how  many  pro- 

due 

ing  wells? 

Sev 

en  I  believe. 

% 

Q,  Not  necessarily  all  in  the  Sunburst? 

A  Seven,  but  that  statement  taken  that  way  would  not  be  exactly 
correct.  We  have  drilled  I  believe  ten  wells  in  the  area.  Two 
of  them  have  the  Sunburst  zone  open  and  two  are  producing  off 
and  on  during  the  year  from  the  Sunburst.  The  other  wells  are 
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finished  in  such  a  way  that  we  can  gun  perforate  the  casing  and 
open  the  zone  if  we  so  desire.  There  are  seven  wells  I  believe 
that  are  in  that  condition  at  the  present  time. 

Q ,  And  as  I  understand  it,  the  average  depth  to  the  Sunburst  zone 

is  around  3165  feet,  was  it,  you  told  us? 

A  •  No,  I  did  not  testify  as  to  the  average  depth  as  far  as  I  recall. 
I  thought  we  were  talking  about  the  initial  well  in  the  area 
and  we  penetrated  the  Sunburst  zone  in  the  initial  well  in  the 
area  at  3675,  so  I  gave  that  figure. 

Q,  Can  you  give  us  any  idea  if  you  have  one  what  the  average  depth 
to  the  Sunburst  would  be? 

A  It  is  in  that  vicinity.  That  well  is  on  top  of  structure  and  I 
presume  other  wells  would  be  in  the  vicinity  of  3200  if  they 

i 

were  not  located  on  top  of  the  structure. 

'  Q,  To  what  extent  were  these  estimates  of  72  billion  and  138 

/ 

billion  based  on  the  drilling  stem  test,  lhat  I  am  driving  at, 
Mr.  Galloway,  is  this,  so  far  as  testing  the  wells  themselves, 
did  you  use  the  drill  stem  test  exclusively  for  the  purpose  of 
arriving  at  this  estimate  or  the  open  flow. 

A  No  we  used  the  volumetric  method,  Mr.  Chambers,  in  computing 

the  amount  of  gas  present  in  the  zone.  I  think  the  drill  stem 
test  shows  that  gas  is  present  and  that  gas  can  be  given  up  by 
the  sand. 

Q,  -  But  the  drill  stem  test  did  not  enter  into  the  making  of  your 
computation,  the  results  of  those  tests  rather? 

A  I  cannot  think  of  in  any  way  but  I  might  have  to  examine  it 

carefully  to  make  certain,  but  I  do  not  recall  any  way  it  would 
enter . 

Q,  Could  you  give  us  approximately  what  would  be  the  production, 
say  up  to  the  end  of  last  year,  of  those  wells  that  have  been 
drilled  in  this  area? 
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A  No  I  cannot  Mr.-  Chambers,  I  have  not  been  particularly  inter¬ 
ested  in  it.  We  have  merely  used  the  production  from  C.  P.  R. 
No.  1  and  from  C.  P.  R.  No.  4  from  time  to  time  as  fuel  in 
drilling  a  well  or  other  wells  in  the  area. 

Q,  Could  you  just  roughly  tell  us  now  these  ten  wells,  when  was 
the  first  one  completed? 

MR.  McLAWS :  Seven. 

i 

MR.  CHAMBERS:  There  were  ten  drilled  altogether.  Just 

approx ima  t ely? 

A  I  cannot  recall.  I  do  recall  that  when  this  C.  P.  R.  No.  1  was 
blowing  wild  it  was  in  the  winter  time  and  I  believe  it  was 
February  or  March  and  that  should  make  it  about  1939. 

Q,  Now  the  others  that  have  been  drilled,  were  they  drilled  recent 
ly  or  pretty  well  spaced  over  the  period? 

A  I  cannot  recall  Mr.  Chambers.  We  were  in  search  of  crude  oil 

from  the  Chert  zone  which  underlies  the  Sunburst  and  we  drilled 
I  believe  seven  wells  in  the  area  in  search  of  crude  oil  before 
we  decided  that  it  was  too  expensive  to  continue  the  search, 
and  I  believe  that  wa  must  have  -  it  was  several  years  ago 
when  we  stopped  the  search  for  crude  oil  from  the  Chert. 

Q,  Can  you  tell  me  this.  How  many  of  thf) t  total  of  ten  wells 
were  drilled  in  the  last  year,  in  1944? 

THE  CHAIRMAN:  I  suppose  Mr.  Galloway  could  furnish  that 

information  much  easier  than  trying  to  recollect. 

MR.  CHAMBERS:  I  am  not  trying  to  get  him  to  give-' me  the 

specific  dates  but  a  general  picture. 

MR.  McLAWS:  That  is  the  reason  I  asked  last  night  what 

information  you  wanted  to  get  so  we  could  get  it  for  you  and  I 
took  it  the  information  you  wanted  was  the  information  we  had 
comput  ed . 

MR.  CHAMBERS:  You  were  assuming  a  lot  of  things  and 
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yesterday  he  seemed  to  have  quite  definite  information  and  there 
are  only  ten  wells  drilled  in  this  area  and  I  thought  it  was 
the  main  operation  of  his  Company  in  this  Province. 

THE  CHAIRMAN:  They  have  drilled  ten  or  perhaps  more  in 

the  Taber  field- 

MR.  McLAWS:  We  will  undertake  to  give  you  the  inf or- 

t 

mat ion. 

THE  CHAIRMAN:  You  will  do  that  Mr.  Calloway? 

A  Yes. 

MR.  McLAWS:  Do  you  want  the  dates  they  were  commenced 

■  * 

and  the  dates  they  were  completed? 

MR.  CHAMBERS:  No  the  approximate  dates  of  completion  is 

all  I  am  interested  in. 

% 

THE  CHAIRMAN:  I  think  it  is  in  the  records. 

A  I  missed  the  Chairman’s  remarks. 

MR.  CHAMBERS:  The  Chairman  is  apparently  referring  to 

the  fact  that  in  a  report  of  the  Conservation  Board  already 
filed,  it  is  in  that  report  but  cannot  be  got  out  very  con¬ 
veniently  . 

Q,  Yesterday  you  referred  to  a  well,  Mr.  Calloway,  which  I  think 

blew  down  the  derrick.  As  I  take  it,  it  was  the  Princess 

C.  P.  R.  No.  1  well.  Is  that  right? 

A  I  believe  that  was  the  well  I  referred  to. 

Q,  That  is  the  one  that  the  derrick  - 

A  Well  there  were  three  other  blow  outs  in  that-' -genera  1  area 

and  I  do  not  know  whether  the  derrick  was  blown  down  on  them 

or  not,  but  the  C.  P.  R.  Princess  No.  1  did  have  a  derrick 
blown  down. 

\ 

•  Q,  And  that  was  the  one  you  had  in  mind  yesterday  and  the  depth 
that  well  stood  at  at  that  time  was  around  5200  feet  was  it 


not? 


) 
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A  The  depth  was  5258. 

Q,  My  information,  and  I  get  it  from  a  report  compiled  by  Mr.  F.K. 
Beach,  Schedule  of  wells  drilled  for  oil  and  gas  to  1941,  that 
gas  encountered  at  that  well  at  depths  from  2408  to  5130  feet 
was  non-combustible.  What  have  you  to  say  as  to  that? 

A  Will  you  read  the  statement  again  Mr.  Chambers? 

Q,  I  will  show  you  the  report  I  have  in  mind. 

MR.  BLANCHARD :  What  page  is  that? 

MR.  CHAMBERS:  That  is  Page  49. 

A  Yes,  I  think  that  probably  is  correct,  Mr.  Chambers. 

Q,  Now  what  is  the  nearest  well? 

A  Pardon  me.  I  thought  you  intended  to-  pursue  that  further.  If 
you  leave  that  question,  I  presume  that  implies  that  well  was 
blowing  non-combustible  gas. 

Q,  No  I  am  not  trying  to  suggest  you  should  not  make  any  explanat¬ 
ion  you  like  and  do  it  at  this  time. 

A  That  record  you  showed  me  does  not  show  all  the  details  of  the 
drilling  and  the  testing  of  that  well  and  such  a  record  to 
which  you  refer  me  should  be  explained.  We  have  to  rely  on 
my  memory,  but  I  believe  it  is  good  in  this  instance.  After 
that  well  was  capped  and  the  derrick  rebuilt,  casing  was  run 
to  5520,  7  inch  casing  and  since  we  have  no  information  on  the 
interval  between  3850  and  approximately  5520,  than  drilling 
time,  rate  of  drilling  speed,  that  is  to  say  occasional  cores 
and  showings  of  oil  and  gas  on  the  ditch,  plus  the  electro¬ 
log  which  showed  little  character  and  apparently  is  not  at  its 
best  in  being  run  in  limestones  in  the  plains  of  Alberta.  We 
decided  to  gun  perforate  the  test  at  various  intervals  through 

the  7  inch  casing  and  I  believe  that  at  about  5130  we  obtained 

feet 

a  flow  of  approximately  7  million  cubic^of  non-combustible  gas. 


I 
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However,  whether  or  not  this  gas  was  contributing  to  the  well 
when  it  was  blowing  wild  is  something  that  I  cannot  say  end  I 
would  not  have  very  much  faith  in  the  statement  of  anyone  else 
who  said  that  it  was.  I  do  not  think  anyone  knows.  I  do  know 
this,  that  I  was  there  when  the  well  was  blowing  wild.  I  know 
I  could  hear  it  six  miles  away  and  I  know  when  I  stood  on  the 
edge  of  the  property  beside  my  automobile  I  could  wipe  a  thin 
film  of  oil  off  the  top  of  the  car.  There  was  no  oil  with  the 
gas  which  wo  obtained  from  the  perforation  at  5130.  I  do  not 
recall  the  interval  that  we  perforated  at  5130.  It  might  have 
been  twenty  or  thirty  feet,  but  I  do  not  recall. 

Q,  Now,  Mr.  Galloway,  what  is  the  nearest  well  drilled  in  that 
area,  nearest  to  the'  Princess  C.  P.  R.  No.  1  well? 

k  Princess  C.  P.  R-.  No.  6  I  believe,  of  the  seven  wells  which  were 
drilled  before  ceasing  our  operations  in  search  of  crude  from 
the  Chert  zone. 

Q,  What  I  am  referring  to  is,  of  all  the  wells  drilled  up  there, 
which  is  the  one  nearest  to  the  Princess  C.  P.  R.  No.  1.  Is 
it  not  76-22 A? 

A  I  do  not  know.  It  might  be  18  which  is  due  west  or  it  might 
be  76,  or  they  might  be  equi-distant . 

Q,  Approximately  how  close  is  76-22A  from  this  Princess  C.  P.R. 

No.  1? 

A  It  is  approximately  1100  feet,  but  I  am  guessing. 


(  Go  to  Page  1479  ) 
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Q,  What  is  the,  status  of  that  well  at  the  present  time,  the 
76-22-A? 

■0 

A  We  have  just  abandoned  it. 

Q  It  was  a  water  well? 

A  No,  it  was  not  a  water  well. 

Q,  V/ell  there  was  ’f.&tir  encountered  in  it? 

A  Mr.  Chambers,  we  are  searching  for  crude  and  this  well  is 
mot  a  crude  well,  so  we  abandoned  it. 

Q,  Well  was  there  water  encountered  in  it? 

A  There  was  water  encountered  in  the  zone'  from  which  we  are 
now  producing  crude  oil  in  well  No.  18,  but  it  has  no 
relation  to  the  Sunburst. 

Q,  And  that  well  was  drilled  to  what  depth,  I  am  talking  now 
about  76-22-A? 

A  I  do  not  recall,  but  it  is  approximately  4000  feet. 

Q  And  was  there  any  test  made  of  the  Sunburst  sand  in  that 
one? 

A  No,  I  do  not  recall. 

Q,  And  that  is  the  last  well  that  you  drilled  out  there,  is 

it  not? 

A  We  are  beginning,  if  we  have  not  already  spudded  in,  well 
No.  58. 

Q,  But  I  am  referring  to  the  76-22-A,  is  that  the  last  one 

th8t  was  completed,  drilled  down  to  completion? 

/ 

A  The  last  well  that  has  been  drilled  down  to  completion 
is  76,  that  is  right. 

Q,  And  you  just  decided  to  abandon  it  a  day  or  two  ago,  or 
e  few  days  ago? 

A  I  believe  last  week. 

Q,  Yes,  and  you  do  not  recollect  whether  there  was  any  test 
made  of  the  Sunburst? 


/ 
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A  We  might  have  made  e  test  of  it,  Mr.  Chambers,  but  I  do 
not  recall.  T  can  obtain  the  information  for  you. 

MIR.  McLAWS  :  I  will  make  a  note  of  that  and 

get  it  for  you. 

Q  MR.  CHAMBERS:  I  have  seen  in  the  press,  or 

somewhere,  a  reference  to  Princess -C-.P.R.  No.  18-22-A 
as  the  discovery  well-  Is  that  known  as  the  discovery 
well  out  in  that  area? 

A  I  could  not  say,  Mr-  Chambers- 

Q  Do  you  regard  it  as  8  discovery  well  in  that  area? 

A  It  depends  what  I  am  talking  about. 

Q.  Well  I  am  asking  you,  Mr.  Galloway,  whether  you  regard  it 

as  a  discovery  well  or  if  you  do  hot  -  want  to  answer  it 
or  qualify  your  answer,  say  so? 

A  Well  it  is  the  first  well  which  we  have  obtained  commercial 

production,  ..in  whioh  we  have  obtained  commercifi  production 

<« 

from  the  Devonian. 

Q.  MR-  McLAWS::  It  is  the  first  well  from  which 

you  obtained  production  of  petroleum.  I  think  you  are 
talking  about  two  different  things? 

A  Pardon- 

Q,  It  is  the  first  well  from  which  you  have  obtained  produc¬ 
tion  of  petroleum? 

A  Yes,  that  is  what  I  have  in  mind- 

Q.  MR. CHAMBERS:  And  that  well  is  producing  some¬ 

where  in  the  neighbourhood  of  150  barrels  a  day? 

A  I  believe  it  is  120  barrels. 

Q,  And  that  was  completed  in  1944? 

A  That  is  correct. 

Q,  And  it  is  about  a  half  a  mile  from  the  76-22-A  which 
has  been  just  abandoned,  is  that  right? 


»«V. 
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A  I  do  not  think  so.  It  is  on  a  diagonal  offset.  That  is  to 
say,  it  is  in  a  Legal  Subdivision  to  the  Northwest  of  the 
Le  gel  Subdivision  in  which  76  is. 

Q  Do  you  think  it  is  more  or  less,  I  am  not  trying  to  hold  you 
down  to  it . 

A  I  think  it  mav  measure  around  1500  feet. 

Q.  Wow  my  information  is  that  the  Devonian  formation  ih  well 

No.  76-22-A  proved  to  be  lower  structurally  thsn  it  was  in 

18-21,  do  you  recall  that? 

A  ■  Oh  yes,  that  is  correct,  Mr.  Chambers. 

Q,  Now  was  the  Sunburst  sand  in  that  well  likewise  lower  than 
the  Sunburst'  sand  in  18-21-.A? 

A  I  do  not  recall  but  I  think  that  is  correct,  Mr.  Chambers. 

Q,  You  cannot  tell  me  whether  you  tested  the  Sunburst  sand 

by  the  drill  stem  test  in  all  of  these  wells  that  you 
drilled  out  there? 

A  No,  but,  Mr.  Chambers,  as  I  reoall,  we  followed  the 

practice  in  those  wells  of  testing  the  Sunburst  zone  in 
certain  intervals  as  we  went  through  it,  until  we  had 
drilled  approximately  seven  wells.  We  might  have  missed 
a  well,  I  oould  not  say*,  unless  I  looked  at  the  record. 

Q,  Now  in  these  ten  wells  that  you  drilled,  or  at  one  of 
then  I  understand  you  were  interested  with  another  party 
that  you  drilled? 

A  Yes,  I  believe  that  is  correct. 

Q,  But  there  sre  ten  wells  altogether  that  you  drilled? 

A  I  believe  that  is  correct. 

Q  Gould  vou  tell  us  in  how  many  of  those  ten  wells  that  water 

was  shown  tq  be  nresent? 

A  I  do  not  know  what  you  mean  by  that.  Do  you  mean  at  the 
surfa  ce? 
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Q,  No? 

A  Down  500  feet,  or  what? 

Q,  Down  in  the  norms!  producing  horizon,  the  Sunburst  or  the 
Devon! an? 

A  Oh,  I  could  not  give  you  that  information  offhand.  It 
is  in  the  record  that  you  showed  me,  I  think.  Whether  or 
not  it  is  in  the  record  I  could  not  say. 

Q,  A.t  least  could  you  remember  this,  that  the  water  intrusion 
occurc-d  to  such  an  extent  in  the  one  well  in  the  Sunburst 
sand  that  it  had  to  be  abandoned,  and  I  am  referring 
particularly  to  the  Pr incess-C.P.R.  No.  3? 

A  I  would  not  say  that  that  was  a  correct  statement,  Mr. 

f  \ 

Chambers.  It  depends  entirely  on  what  the  operator  has 
attempted  to  do. 

Q,  What  is  the  situation  with  regard  to  that  well,  has  it  been 
abandoned? 

A  I  do  not  believe  it  has,  Mr.  Chambers.  It  may  have  but 
I  do  not  think  so. 

Q.  Apparent lv  you  have  not  been  very  closelv  in  touch? 

A  No,  Mr. Chambers.  I  have  been  drilling  in  other  areas  since 

that  time.  I  have  forgotten  the  minute  details,  but  it 
should  be  in  the  record.  I  might  say  that  my  conception 
of  what  we  have  at  Princess  might  be  different  from  the 
geologist  in  some  other  organization  who  perhaps  has  not 
been  on  the  wells  since  the  inception  of  the  project. 

T  should  say  that  in  my  conception  of  the  stratographic 
picture  there.  I  separate  the  beds  immediately  overlying 
the  Paleozoic  beds  into  two  parts,  the  upper  Sunburst,  so- 
called,  zone,  and  the  lower  Chert  zone.  The  Chert  zone 
has  water  and  oil  in  it  and  the  Sunburst  has  gas,  and 
much  of  the  difficulty  which  we  experienced  in  the  early 
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days  in  my  opinion  was  due  to  the  fret  that  we  attempted  to 
produce  oil  with  the  Sunburst  and  the  Chert  both  open,  and 
we  finally  came  to  the  conclusion  that  we  had  been  in  error 
in  trying  to  do  that,  so  we  stopped  it.  I  think  I  might 
explain  the  situation  perhaps  more  clearly  to  some  of  your 
advisers . 

Q,  Well,  as  I  take  it,  you  are  not  in  a  position  tc  tell  us 
as  to  whether  any  or  a  considerable  amount  of  water  was 
encountered  in  the  Sunburst  sand  of  the  Princess -C.F.K.  No. 3 
well? 

A  In  my  opinion  there  is  no  water  in  the  Sunburst  sand  within 

i 

the  closed  structure  interval. 

Q.  Let  me  put  it  this  way:  Was  water  encountered  in  the  well 

which  prevented  production  of  gas  being  taken  frjn.  the 
Sunburst  sand? 

A  I  do  not  believe  that  that  condition  exists. 

Q,  All  right.  Now  is  it  not  true  that  the  Anglo-S teveville 
No.  1  well  in  that  area  was  an  artesian  water  well? 

A  I  do  not  believe  that  is  correct  either,  Mr. Chambers. 

It  depends  on  what  you  mean  by  an  artesian  water  well. 

4  \ 

Q,  Well  was  the  water  encountered  in  it  in  substantial  quantities? 

A  Again  I  am  sorry  to  say  I  do  not  recall,  but  I  believe  Mr. 

* 

Webb  testified  to  that  effect  and  I  am  certain.......... 

Q  All  I  want  to  know  is,  I  am  asking  you  as  to  your  information, 
end  you  say  you  do  not  know,  is  that  a  fair  way  to  put  it? 

A  better  way  to  put  it  would  be  that  I  recall  definitely 
that  commercial  production  was  not  obtained. 

Q,  And  you  do  riot  h  ve  any  recollection  that  s ub stent is  1  water 
was  encountered  in  that  well? 

A  No,  I  do  not. 

Q.  All  right? 
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A  There  are  certain  portions  of  that  well  that  come  to  me 

very  clearly,  because  I  was  ■  interested  in  certain  portions 
of  that  well. 

Q,  And  the  matter  of  water  is  not  one  of  them  that  comes  to 
you  very  clearly? 

A  T  remember  in  another  zone  they  got  water,  but  I  was 
interested  in  other  portions. 

Q,  And  there  was  water  obtained  in  that  well  of  substantial 
quantity? 

A  Mr.  Chambers,  I  believe  so.  I  do  not  believe  that  you 

can  drill  r.  well  anywhere  without  getting  some  water,  at 

i 

least  that  has  been  mv  experience. 

0.  Anyway,  as  I  understand  it,  the  Anglo-S t evevi lie  No. 2 

well  was  in  the  vicinity  of  this  5888  acres,  in  the  fairly 
close  vicinity, 

A  I  do  not  know  whet  you  mean  by  vicinity. 

Q.  Well  how  far  awry  is  it  from  the  nearest  point  of  this  5888 

acres  you  have  been  talking  about? 

A  It  is  outside  of  the  closed  contour. 

Q,  Yes, but  how  far,  a  mile,  ten  miles,  or  a  thousand  yards? 

A  I  think  it  is  less  then  a  mile. 

Q,  My  instructions  are  that  it  is  around  half  e  mile,  and 

you  are  not  quarrelling  one  way  or  the  other,  whether  it 
is  a  half  a  mile  or  what? 

A  That  would  be  correct  as  far  as  my  statement  is  concerned 
too.  I  think  I  said  it  was  less  than  a  mile. 

Q.  Now,  Mr.  Galloway,  turning  to  your  evidence  yesterday 
on  page  1436  of  Volume  18,  and  I  am  referring  to  this 
part  of  the  evidence; 

nQ  But  your  work,  has  given  you  some  information 
«s  to  the  probabilities  of  additional  gas 
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"  fields  in  that  immediate  district  or  that  general 

d  istrict? 

A  Are  you  referring  to  the  Princess? 

Q  The  Princess  district  and  the  general  district? 

A  Yes.  It  is  my  personal  opinion  that  that  area 
will  be  one  of  the  greatest  gas  producing  areas 
in  Western  Canada. 

Q,  Do  you  believe  it  will  ultimrtelv  be  able  to 

supply  the  entire  requirements  of  this  gas  dis¬ 
tributing  system  for  Southern  Alberta? 

A  I  do." 


Now,  merely  for  the  purpose  of  getting  it  clear  on  the 
record,  I  would  like  to  get  what  you  have  in  mind  in 
reference  to  "this  gas  distributing  system  for  Southern 
Alberta,"  and  also  whet  you  mean  TTfor  Southern  Alberta?’? 

A  All  I  have  in  mind  is  just  Southern  Alberta. 

Q,  I  know,  but  what? 

A  Southern  Alberta  gas  system. 

Q,  Do  you  mean  including  Calgary  south  or  referring  to  the 
Lethbridge  district  mostly? 

A  We  11  I  was  thinking  of  Bow  Island.  That  is  where  the  line 
ends,  is  it  not? 

0,  Yes, but  you  were  talking  about  being  able  to  supply  the 

entire  requirements  of  this  gas  distributing  system,  and 
you  talk  about  the  entire  requirements.  I  just  want  to 
get  clear  what  you  have  in  mind. 

A  Yes.  I  think  that  eventually  or  ultimately  sufficient 
gfs  will  be  developed  in  the  general  Princess  area  to 
supply  the  present  requirements  of  the  system,  by  putting 
the  gas  in  at  Bow  Island.  Does  that  answer  your  question? 
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Q,  I  am  still  not  clear . 

Q,  MR.  McLAVYS :  What  did  you  mean  by  the  system, 

Galgary  and  Lethbridge  and  all  places,  or  just  Bow  Island 
village,  or  Lethbridge  city? 

MR.  CHAMBERS  :  Well  I  think  in  fairness,  the 

witness  swore  to  this  yesterday,  and  I  am  entitled  to  ask 
him  without  the  benefit  of  counsel,  whet  he  had  in  mind. 

MR.  Mo  LAWS :  Just  reading  the  question,  you  are 

asking  him  what  the  question  meant.  Surely  that  is  what 
he  intended  to  mean. 

Q,  THE  CHAIRMAN;  I  took  you  to  mean,  Mr. Galloway, 

by  that  statement  that  there  was  sufficient  gas  in  the 
Princess  field  to  supply  that  which  we  know  as  The  Calgary 
Gas  Company,  without  restricting  it  to  the  City  of  Calgary. 
That  is  what  I  took  your  statement  to  mean? 

A  Well  I  meant  to  say,  Mr.  Blackstock,  that  it  was  my  opinion 
that  ultimately  sufficient  gas  would  be  found  in  the  whole 
general  district  to  supply  the  system  which  now  extends 
from  Bow  Island  up  to  Calgary. 


( Go  to  page  1487 ) 
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MR.  CHAMBERS:  And  when  you  talked  about  that  you  had 

in  mind  more  than  the  reserves  that  are  in  the  5,880  acres? 

I  think  I  said  that,  Mr.  Chambers. 

Yes,  well  that  may  be  so,  but  in  view  of  the  discussion  aid 
so  that  there  will  not  be  any  misunderstanding  and  in  fair¬ 
ness  to  you,  I  want  to  get  what  you  had  in  mind. 
as  I  have  said,  the  5800  or  5900  acres  is  more  or  less  re¬ 
garded  as  the  proven  area  out  there  at  the  moment? 

That  is  right  . 

You  are  not  suggesting  that  the  proven  area  of  5800  or  5900 
acres  could  supply  the  entire  gas  system,  the  entire  require¬ 
ments  of  the  Canadian  Western  Natural  Gas,  Light,  Heat  &  Power 
Company  Limited,  which  includes  Calgary  and  all  parts  south 
that  have  natural  gas? 

No,  I  am  not . 

You  had  in  mind  that  the  gas  from  the  Princess  arha  would  be 
piped  to  the  Bow  Island  district  and  connect  up  with  the  Gas 
Company’s  existing  system  in  that  vicinity? 

Yes. 

How  many  miles  of  line  roughly,  or  what  distance  approximately 
would  it  be  from  the  Princess  field  down  to  Bow  Island? 

It  would  be  dependent  upon  the  direction  that  you  took.  I  do 
not  know  whether  it  would  be  advisable  to  tie  into  Bow  Island 
or  perhaps  Barnwell.  As  a  rough  measure  you  could  take  56  to 
60  miles. 

3 o  there  should  be  no  misunderstanding,  I  am  interested  in 
knowing  how  many  miles  of  pipeline  you  figured  on  building 
when  you  quoted  this  7^ce-nt  ret e. 

I  am  sorry,  Mr.  Chambers.  I  did  not  know  you  were  leading 
up  to  that  point,  because  I  do  not  know  that  I  said  what 
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you  just  said. 

Q  If  you  did  not,  correct  me,  and  let  me  know  what  you  did 
say.  In  fairness  to  you  and  myself  that  is  certainly  the 
impression  I  got  from  your  evidence  yesterday  that  you 
quoted  or  that  you  said  that  you  were  prepared  to  deliver 
gas  at  7f  cents. 

A  I  thought  the  statement  was  at  a  higher  figure  than  that  . 

Q,  Give  us  again  what  you  had  in  mind. 

A  I  will  have  to  go  back  to  the  record.  - 

THE  CHAIRMAN:  Page  1437,  Mr.  Galloway. 

DR.  BOOMER:  And  page  1448.  The  top  of  page  1437  and 

the  top' of  page  1448. 

A  Yes,  my  answer  in  the  middle  of  page  1437  is  TTIt  would  depend 
on  the  amount  of  gas  which  could  be  sold  by  the  California 
Standard  Company.  If  the  Company  could  b6  assured  of  an 
outlot  for  at  least  15  million  cubic  feet  per  day,  it  could 
be  sold  at  Bow  Island  for  that  price.”  I  had  in  mind  that 
it  could  be  sold  at  a  profit.  I  had  nothing  else  in  mind. 

Q,  Now  you  did  not  just  pick  the  7-f  cents  out  of  the  air.  What 

I  am  trying  to  find  out  is  how  much  thought  has  been  given  to 
this  and  have  you  done  any  figuring  or  have  you  taken  into 
consideration  the  number  of  miles  of  pipeline  that  you  are 
going  to  build? 

MR.  McLAWS :  Why  do  you  say  that  the  figure  of  7f 

cents  was  picked  out  of  the  air?  I  asked  the  question  and 
I  asked  what  price  was  being  paid  for  gas  in  Turner  Valley 
and  I  was  told  7 f  cents.  It 'was  not  anything  out  of  the 
air . 

THE  CHAIRMAN:  Your  question  went  further  than  that. 

What  you  asked  the  witness  was  a  price  comparable  to  the 
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price  paid  in  Turner  Valley. 

MR.  McLAWS:  Yes,  that  was  the  question.  We  did  not 

pick  it  out  of  the  air. 

THE  CHAIRMAN:  The'  witness’  answer  really  was  it  was  a 

comparable  price  to  7-f  cents. 

MR .  Me  LAWS :  Ye  s . 

MR.  FENERTY:  There  was  not  the  slightest  suggestion 

that  it  could  not  be  done  at  a  less  cost. 

MR.  CHAMBERS:  As  I  got  it,  he  was  not  even  too  sure 

what  that  price  was. 

MR.  McLAViB  :  Why  do  you  say  that?  Why  make  a  state¬ 

ment  out  of  the  air?  If  you  are  asking  the  witness  about 
this,  read  what  he  said.  You  can  read. 

MR.  CHAMBERS:  If  I  have  made  a  mis-statement,  I  suggest 

that  you  correct  me. 

MR.  McLAWS:  No,  I  say  when  you  make  a  statement  like 

that,  read  it  to  the  witness.  You  are  making  a  statement  to 
the  witness  of  what  he  said.  You  have  the  record  there  and 
you  can  read  it. 

MR.  CHAMBERS:  If  he  disagrees  with  my  interpretation 

of  what  he  said,  he  is  entitled  to  explain  it. 

MR.  Me  LAWS :  If  you  cannot  understand  the  English 

language  and  read  it,  we  are  not  responsible  for  what  inter¬ 
pretation  you  take  out  of  it.  You  can  read  the  question  and 
ask  him  if  that  is  right. 

Q,  MR.  CHAMBERS :  On  page  1437  there  when  you  put  the 

question  to  him  ’’Can  you  say  whether,  if  pipe  was  available 
and  you  could  supply  gas,  could  you  supply  gas  into  this 
Southern  Alberta  system  at  a  price  comparable  to  what  is  now 
paid  at  Turner  Valle y?  "  and  you  say  ’’which  I  understand  is 
7|-  cents"  and  the  Chairman  corrected  you  and  said  7-f  cents. 


\ 


. 


\ 


r 


# 


T-2.-4 


John  0.  Galloway, 

Cross-Exam.  by  Mr.  Chambers. 

-  1490  - 


I  suggest  that  you  at  least  did  not  know  what  the  Gas  Company 
price  was. 

THE  CHAIRMAN:  This  is  a  storm  in  a  teacup.  Let  us  get 

on  with  the  Cross-examination. 

Q,  MR.  CHAMBERS:  All  I  am  asking  this  witness  is  the 

number  of  miles  of  pipeline  he  figures  he  would  have  to  build 
from  the  Princess  field  to  the  Bow  Island  field  in  order  to 
supply  gas  at  the  price  that  the  Ge.s  Company  is  paying  in 
Turner  Valley. 

A  Again  I  would  not  state  it  the  way  you  state  it,  Mr.  Chambers. 
I  think  the  better  way  to  state  it  would  be  it  would  require 
approximately  56  miles  of  pipeline  from  Princess  to  approxi¬ 
mately  the  Bow  Island  end  of  the  system  so  that  that  gas 
from  Princess  could  be  sold  at  a  price  comparable  to  Turner 
Valley. 

Q,  You  had  that  in  mind  yesterday  when  you  answered  the  question 
at  page  1457? 

A  That  is  correct. 

Q,  What  size  .  pipe  did  you  have  in  mind? 

A  14  inch,  I  believe  . 

Q,  And  in  addition  to  that  there  would  be  a  gathering  system 
of  some  kind  in  the  field  itself  to  collect  the  gas  and  put 
it  into  the  main? 

A  I  think  that  would  be  necessary,  yes. 

Q,  You  had  that  in  mind  also  in  answering  the  question  at  page 

1457? 

A  Well  frankly,  I  did  not  have  all  that  in  mind  in  detail. 

Mr.  Chambers,  thG  question  was  put  to  me  so  that  I  answered 

it  in  a  way  which  -  or  perhaps  I  should  say  the  question  was 
put  to  me  and  I  took  it  in  a  way  to  mean  that  there  was  a 
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competitive  angle  to  it.  If  I  can  enlarge  on  that  and  give 
you  my  point  of  view.  I  have  not  gone  into  it  in  detail  .  .  . 

Q,  Now  that  may  save  a  lot  of  questions.  I  gather  from  the 

discussion  this  morning  that  you  have  not  sat  down  and  done 
any  specific  preparing  of  any  specific  engineering  data  as  to 
construction  or  as  to  cost. 

A  No,  I  have  not.  I  did  not  go  into  that. 

Q,  That  is  all  I  want  to  know.  I  understood  you  to  say,  and  you 

can  please  correct  me  if  I  am  wrong,  that  when  you  made  that 
answer  you  had  in  mind  that  you  would  get  a  definite  load  of 
15  million  cubic  feet  per  day  or  in  that  vicinity. 

MR .  Me LAWS :  Average . 

MR.  CHAMBERS:  Average.  That  is  the  point  I  want  to  get 

clear . 

A  You  want  me  to  answer  that? 

Q,  Ye  s . 

A  Well  I  had  in  mind  that  in  thinking,  of  it  the  way  I  did,  I 
had  in  mind  that  it  would  not  be  considered  normal  by  the 

supplier  .  I  am  sorry,  I  missed  the  question.  I 

was  thinking  and  I  lost  it.  Would  you  please  read  the 
quest  ion. 

(By  the  reporter  reading)  TtQ,.  I  understood  you  to  say,  -and  you 
can  please  correct  me  if  I  am  wrong,  that  when  you  made  that 
answer  you  had  in  mind  that  you  would  get  a  definite  load  of 
15  million  cubic  feet  per  day  or  in  that  vicinity.” 

A  We  11  the  answer  to  that  is  I  had  in  mind  that  the  supplier  of 
the  gas  to  Bov/  Island  would  require  a  certain  gross  revenue 
and  having  that  gross  revenue,  by  good  management  he  should 
be  able  to  make  a  profit.  So  I  took  the  question  purely  from 
the  competitive  angle. 
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Q,  This  question  of  peaks  is  quite  important  out  in  this  cold 
country,  is  it  not? 

A  I  would  think  so.  It  is  very  important  to  me. 

Q,  And  on  some  of  these  sytems  you  know  we  have  a  very  light 
load  in  summer  and  in  the  winter  the  load  is  several  times 
higher.  I  am  suggesting  that  information.  Did  you  hay  e  in 
mind  that  your  load  over  this  line  that  would  be  built  from 
Princess  to  Bow  Island  would  be  subject  to  those  fluctuations 
or  was  it  to  be  an  even  load? 

A  I  think  I  stated  30  million  feet  would  be  the  maximum. 

Q,  Daily? 

A  Daily. 

Q,  Down  to  a  minimum  of  -  that  would  work  out  on  an  average  of 
around  15  million  a  day? 

A  That  is  correct. 

Q,  My  recollection  is,  and  correct  me  -  I  am  not  trying  to  catch 

you  on  anything  -  that  you  had  also  in  mind  certain  specific 
conditions;  that  you  would  have  a- .monopoly  in  the  field  so 
far  as  the  marketing  of  that  gas,  was  I  right  in  that? 

A  I  believe  I  did  say  something  along  that  line. 

Q,  Would  you  just  enlarge  on  that? 

A  Well  Mr.  Chambers,  for  the  moment  I  guess  I  let  my  Scotch 
instincts  get  the  better  of  me.  I  was  thinking  of  it  more 
from  a  business  man’s  point  of  view.  It  probably  had  very 
'little  relation  to  the  matter  and  to  the  question.  It  would 
be  inconceivable  to  me  if  one  operator  would  have  a  pipeline 
from  Princess  and  another  one  from  Rainy  Hill  and  both  of 
them  tying  into  the  line.  One  line  economically  should  handle 
it . 

Q,  Let  me  suggest  this  to  you  and  I  am  doing  it  just  for  the 
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purposes  of  discussion.  That  under  this  Act  that  line  built 
would  be  a  public  utility  and  a  common  carrier  of  gas.  Now 
assuming  that  that  is  so,  your  company  in  entering  into  a 
contract,  I  take  it,  you  would  be  subject  to  -  I  wont  say 
disadvantages  but  to  the  limitations  of  public  utility  control 
and  you  would  be  expecting  the  protection  of  it  that  usually 
goes  with  it .  Is  that  a  fair  way  to  put  it? 

A  Mr.  Reporter,  I  will  have  to  ask  you  to  read  that  again  to  me. 
I  missed  it  somewhere. 

(By  the  reporter  reading)  'hi.  Let  me  suggest  this  to  you  and 
I  am  doing  it  just  for  the  purposes  of  discussion.  That  under 
this  Act  that  line  built  would  be  a  public  utility  and  a 
common  carrier  of  gas.  Now  assuming  that  that  is  so,  your 
company  in  entering  into  a  contract,  I  take  it,  you  would  be 
subject  to  -  I  wont  say  disadvantages  but  to  the  limitations 
of  public  utility  control  and  you  would  be  expecting  the 
protection  of  it  that  usually  goes  with  it.  Is  that  a  fair 
way  to  put  it?" 

MR.  MoLAWS:  I  think  any  question  that  takes  over  a 

page  should  be  submitted  to  the  witness  in  writing  possibly, 
MR.  CHAMBERS :  If  he  cannot  answer  it,  he  can  say  so. 

I  do  not  think  he  needs  any  protection  Irom  counsel  at  this 
s  tage . 

A  Well  I  would  prefer  it,  Mr.  Chambers. 

1  Beg  pardon? 

A  I  certainly  would  prefer  it.  I  am  assuming  of  course  that 
the  California  Standard  or  any  other  company  would  expect 
and  I  think  the  operator  of  the  initial  pipeline  from  here  to 
another  area  should  have  the  right  to  extend  his  lines  to 
get  other  gas  into  those  lines  from  other  operators.  I  think 


s 


V 


,  ‘ 


t 


\ 


I 


A 


T-2-8 

John  0.  Galloway, 

Cross-3xam.  by  Mr.  Chambers. 

-  1494  - 

it  is  to  the  best  interests  of  the  Province  and  possibly  to 
everybody  concerned. 


(Go  to  page  1495) 
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0,  But  with  that,  you  are  familiar  to  a  certain  extent  with 
Public  Utility  practices  in  the  States  and  here,  are 
you  not? 

A  Oh  in  a  casual  way,  Mr.  Chambers. 

o  Yes,  and  that  we  usually  speak  of  these  utilities  as  being 
"properties  devoted  to  the  public  service”,  you  have  heard 
that  term? 

A  Yes,  Mr.  Chambers. 

Q,  And  one  of  the  attributes  of  Public  Utility  regulation  is 

to  control  the  profits, as  well  as  to  see  it  is  an  efficient 
operat ion? 

A  Yes,  I  believe  that  is  correct. 

Q  Yes? 

A  In  view  of  the  fact  I  am  sitting  here,  I  would  like  to 

change  that  a  little  bit  because  Mr.  Blackstock  might  oome 
into  it  some  day.  I  would  not  say  that  Mr.  Blaokstock  or 
any  Utility  Board  would  control  my  profits.  I  would  think 
they  would  insure  them. 

Q,  That  is  the  point  I  am  coming  at,  if  they  are  going  to 
limit  you  on  what  you  can  make,  they  also  insure  you 
reasonable  rates  to  see  that  you  make  a  certain  profit,  do 
they  no  t? 

A  Yes.  We  might  not  agree  as  to  how  much  the  profits  should 
be . 

Q,  No . 

Q,  THE  CHAIRMAN:  And  probably  w.ould  not? 

A  We  would  not,  that  is  correct. 

MR.  FENSRTY:  If  it  was  sufficiently  devoted  to  the 

public  service. 

Q  MR.  CHAMBERS: 


So  that  if  in  building  this  line  from 
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Princess  to  Bow  Island  you  were  subjected  to  Public  Utility 
regulation  your  Company  would  expect  the  benefit  as  well 
as  the  limitations  which  usually  go  with  Public  Utility 
regulation,  is  that  not  a  fair  way  of  putting  it? 

A  If  we  take  your  assumption  that  the  California  Standard 
Company  is  building  it  as  correct,  I  might  be  able  to 
consider  the  rest  of  your  question. 

Q  I  am  ashing  you  to  assume  that  what  I  am  telling  you  is  so 
and  if  it  is  not  so  you  are  not  bound  by  your  answer;  I  am 
asking  for  your  answer  on  an  assumed  state  of  facts? 

A  .Would  you  like  to  have  me,  or  have  the  Reporter  read  that 
question  again  please? 

Q,  Yes 

(Reporter  reading  )  Q.”So  that  if  in  building  this  line  from 
Princess  to  Bow  Island  you  were  subjected  to  Public  Utility 
regulation  your  'Company  would  expect  the  benefits  as  well  os 
the  limitations  which  usually  go  with  Public  Utility  regulat¬ 
ion,  is  that  not  a  fair  way  ©f  putting  it”. 

A  I  think  a  better  way  to  put  it,  Mr.  Chambers,  would  be  that 
any  company  or  operator  who  built  a  line  from  Princess  to 
Bow  Island  would  be  entitled  to  fair  dealing. 

4 

MR.  CHAMBERS:  That  is  a  good  enough  answer  to  my 

question  and  that  is  all  I  want,  thanks. 

MR.  -FENERTY:  There  are  a  couple  of  questions  I  would 

like  to  ask. 

THE  CHAIRMAN :  Yes. 

CROSS-EXAMINATION  BY  MR.  FENERTY : 

Q,  Mr.  Galloway  on  page  1448,  you  were  asked: 

”Have  you  considered  the  cost  of  moving  your  gas 


from  Bow  Island  up  to  say 


Okotoks  or  Calgary”,  and 
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your  answer  was: 

"No,  I  had  in  mind  that  it  would  be  sold  at  Bow  Island, 
and  we  would  have  no  further  interest  in  it.” 

Now  my  understanding  is,  end  I  want  you 
to  tell  me  if  I  am  right,  that  by  reason  of  your  initial 
pressures  there,  you  would  be  in  a  position  to  deliver  at  Bow 
Island  at  a  pressure  which  would  ensure  delivery  to  Calgary 
without  the  necessity  of  booster  or  compressor  pumps,  is  that 
right? 

A  I  am  so  informed  by  engineers. 

Q  Yes? 

A  Certainly  for  a  certain  length  of  time. 

Q,  Yes.  Now  going  back:  to  this  page  1437,  and  I  am  not  going  to 

attempt  to  go  into  the  figure  of  7-f  cents,  but  I  just  want  to 
get  the  general  picture  here,  you  did  not  intend  to  convey  by 
your  answers  there,  when  you  said  you  would  be  prepared  to  take 
a  contract  to  deliver  gas  at  7f  cents,  you  did  not  intend  to 
convey  that  that  was  the  minimum  at  which  it  could  be  handled 
commercially,  did  you? 

A  I  think  I  implied  that,  Mr.  Fenerty. 

Q,  What  is  that? 

A  I  think  I  implied  that. 

Q  I  am  just  wondering  whether  you  meant  to  imply  that? 

A  I  meant  to  imply  there  must  be  at  least  15  million  cubic  feet 
per  year. 

Q,  Yes,  but  what  I  am  getting  is,  it  is  not  just  coincidence  that 

\ 

this  7#-  cents  appears  there,  all  you  were  saying  is  that  that 
figure  would  apply  as  a  minimum? 

A  I  am  sorry  but  I  did  not  consider  it  in  that  manner,  Mr. 

Fenerty.  I  had  in  mind  that  the  gross  revenue  at  Bow  Island 


I 


I 


' 

, 


C-2-4 


Mr.  J.  0.  Galloway 

Cross-Examination  by  Mr.  Fenerty 

-1498- 

would  be  in  the  neighborhood  of  $425,000. 

Q  Yes? 

A  A  year,  and  with  that  price  in  mind  I  would  not  want  any  less,- 
that  price  in  mind  it  could  be  sold  at  Bow  Island  for  a  profit. 

Q,  I  understand  you  would  not  want  any  less,  but  it  is  quite  true 
is  it  not  that  at  that  time  when  you  were  talking  about  the 
existing  prices,  I  think  at  that  time  you  w  ere  under  the 
impression  it  was  7-g-  cents? 

A  Oh  I  have  known  for  many  many  years  w hot  the  price  of  gas  is. 

Q,  What? 

A  I  have  known  for  many  years  the  price  of  gas. 

Q,  You  were  aware  of  it? 

A  Yes,  although  I  took  no  pert  in  the  7-|-  cent  controversy. 

Q,  Now  I  just  want  to  see  if  I  got  the  right  impression  from  what 
you  said  a  little  lower  down  on  that  page  1437,  your  answer  wesL 
"I  may  say  this,  from  a  practical  point  of  view,  I 
would  not  want  my  offer  to  be  rejected  if  they  were 
talking  of  a  little  less  figure. " 

Now  I  think  I  know  what  that  means  but 
I  am  going  to  suggest,  -  what  I  am  going  to  suggest  to  you 
is  that,  as  you  have  told  Mr.  Chambers,  that  you  had  not 
figured  your  details  or  the  exact  cost  of  your  pipe  line  and 
so  on,  you  have  not  gone  into  those  in  detail,  but  what  I  am 
going  to  suggest  to  you  is,  when  you  we re  talking  about  the 
figure  of  7-f  cents  as  a  good  business  man  and  an  engineer, 
you  felt  you  had  a  figure  there  which  would  give  you  safety 
without  any  too  exact  examination  of  your  actual  cost? 

A  No.  Again  I  had  in  mind  a  figure  of  approximately  $425,000, 

If  the  revenue  turned  out  to  be  $412,000,  it  might  be,  if  I 
reconsidered  all  of  the  other  factors  involved,  that  I  still 
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could  handle  it  at  that  gross  revenue.  I  certainly  would  not 
want  to  be  excluded  from  it  until  I  had  an  opportunity  to  study 
i  t . 

MR.  McLAWS:  May  I  interrupt,  Mr*  Fenerty,  I  think  that 

figure  had  reference  there  to  ”15  million'1 ,  and  not  to  the  price. 
MR.  FENERTY:  Oh  I  see,  "a  little  less  figure11,  yes, 

of  15  million.  I  am  sorry,  yes,  there  is  no  question  about  that. 
MR.  McLAWS:  There  is  no  question  about  it. 

Q,  MR.  FENERTY:  But  Mr.  Galloway,  is  not  this  just  as 

practical,  is  this  not  true  and  I  do  not  went  to  go  beyond  this, 
that  at  this  7§-  cents  you  had  in  mind  that  you  did  not  have  to 
figure  too  closely  on  all  your  costs  before  you  said  you  could 
handle  it,  is  that  not  right? 

A  No,  that  is  not  the  correct  way  to  put  it.  Let  me  state  it 
another  way,  in  the  course  of  searching  for  petroleum  we 
developed  a  substantial  gas  reserve.  It  had  no  market.  It 
is  lying  out  there.  In  my  opinion  additional  gas  reserves 
can  be  developed  if^there  were  a  market. 

Q,  Yes  I  understand? 

A  The  only  way  as  I  see  it  by  which  a  market  could  be  obtained 
for  that  gas  is  to  obtain  that  market  on  a  competitive  basis. 

Q  Yes,  I  understand? 

A  Now  in  doing  that  I  must  consider  a  few,  -  in  a  broad  sense 
a  few  terms,  -  one  I  have  to  consider  is  the  gross  revenue 
and  whether  or  not  we  can  make  a  profit  with  that. 

Q  Let  me  put  it  this  way  then,  you  would  be  very  glad  to  meet 
that  competition  of  7§  cents,  that  was  your  position,  was  it 
not  ? 

A  I  stated  in  the  beginning  or  rather,  pardon  me,  Mr.  McLaws 
stated  and  I  concurred  w  ithout  saying  so,  that  we  were  not 
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seeking  this  market  at  this  time  under  these  conditions. 

Yes,  I  understnad? 

But  that  we  did  not  want  to  be  excluded  from  it,  we  wanted 
to  be  considered. 

Yes? 

And  I  can  conceive  a  condition  which  under  the  nature  of  the 
competition  I  cm  m-3t. 

I  will  put  it  to  you  again,  you  would  be  happy  at  those 

0 

price*  ,  is  that  not  it? 

I  would  if  all  the  other  factors  which  I  have  in  mind  also 
fit  into  the  picture.  It  is  difficult  for  me  to  agree  to 
something  of  which  I  know' nothing  of  the  effect. 

Well  that w- s  a  fair  question,  was  it  not,  if  you  think  you 
would  be  unhappy  about  it  why  not  tell  me ,  -  I  take  it  the 
effect  of  your  evidence  is  that  you  would  be  quite  happy  to 
deal  at  that  price  with  that  minimum  of  15  million? 

My  statement  was,  I  believe,  that  if  the  company  could  be 
assured  of  an  outlet  of  at  least  15  million  cubic  feet  per 
day  it  could  be  sold  at  the  well  for  that  comparable  price 
or  that  price. 

Yes.,  and  you  would  be  prepared  to  drill  more  wells  for  gas 
at  that  price.,  and  to  handle  the  thing  as  a  commercial 


transaction? 

That  would  necessarily  follow  I  think. 

MR.  FENERTY:  Yes, thank  you. 

THE  CHAIRMAN:  Mr.  Harvie? 

MR.  HARVIE:  I  think  Mr.  McDonald  might  follow. 

THE  CHAIRMAN:  Mr.  McDonald.  However,  Mr.  McDonald  , 

I  think  perhaps  we  will  adjourn  for  a  few  minutes  now. 


(A  short  adjournment  was  here  taken) 
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( After  adjournment) 

CROSS-EXAMINATION  BY  MR.  MCDONALD: 

Q  Mr.  Galloway,  since  you  have  discovered  this  gas  reserve, 
you  have  given  consideration  to  the  market  value  of  gas  on 
behalf  of  your  Company? 

A  Well  I  have  given  consideration  to  getting  it  to  market, 

getting  the  gas  to  market  so  that  we  can  make  a  profit  out 
of  it . 

Q,  And  did  you  have  in  mind  selling  the  gas  which  you  had, 
you  were  going  to  sell  it  to  a  purchaser? 

A  That  is  correct. 

Q,  You  did  not  have  in  mind  I  take  it,  that  you  were  -just 

1  f 

providing  a  service,  that  is  your  Company  was  providing  a 
service? 

A  Oh  no ,  I  am  very  much  interested  in  making  a  profit. 

Q  I  mean  a  matter  of  service  from  the  ground  to  the  ultimate 

consumer,  but  you  look  for  something  more  than  just  a 
return  on  your  money,  that  is  a  return  on  your  investment? 

A  Yes. 

St 

Q  Now  from  your  consideration  do  you  think  that  gas  has  a 
market  value  in  itself? 

A  Yes  I  think  so. 

Q  Gas  being  used  for  other  purposes  than  for  heating  purposes? 

A  Yes. 

Q  And  in  considering  it  in  detail,  with  the  present  plans  and 
developments  in  the  use  of  gas,  it-  indicates  that  it  has 

many  other  uses  than  for  heating? 

A  I  think  that  is  correct. 

Q,  Your  Company  would  be  placed  in  this  position,  that  you 
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would  be  considering  the  value  of  this  gas,  in  accordance  with 
the  value  of  it  as  gas? 

A  I  do  not  know  exactly  what  you  mean.  It  is  my  opinion  that 

this  Company  would  be  entitled  to  a  price  for  its  gas  which 

would  give  it  a  reasonable  profit. 

Q,  TEE  CHAIRMAN:  But  I  think  what  Mr.  McDonald  is  trying 

to  get  at,  Mr.  Galloway,  is  the  suggestion  that  the  gas  has 
a  value,  apart  altogether  from  the  mere  cost  of  bringing  it 
from  the  formation  to  the  surface,  is  that  right,  Mr. McDonald? 
MR.  MCDONALD:  Yes. 

A  Well  I  missed  that,  Mr.  McDonald. 

Q  THE  CHAIRMAN:  A  commodity  value  "part  from  the  cost 

of  bringing  it  to  the  surface. 

MR.  McLAWS:  Gas  in  place  depending  on  the  location, 

THE  WITNESS:  I  do  not  know  how  to  answer  that 

statement.  Gas  certainly  has  a  value  if  it  can  be  used  and  I 
feel  certain  that  that  value  is  a  competitive  one  or  based 
on  competition  under  our  present  scheme  of  things. 

(Go  to  page  1505  ) 
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Q. 


A 


Q, 

A 

0, 
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And  in  addition  to  competing  fuels  a  value  could  be  put  on  it 

with  regard  to  other  uses  to  which  it  could  be  put.  For  in- 

* 

stance  it  might  be  made  into  gasoline? 

Yes,  and  if  the  gasoline  could  be  extracted  and  sold  at  a 
profit  that  might  lead  us  into  a  little  more  complex  situation 
that  just  this  statement  implies.  There  might  be  other  factors 
involved.  It  might  be  to  the  operator’s  advantage  to  put  the 
gas  back  into  the  ground  and  if  it  were  the  operator  would  have 
to  weigh  the  profit  from  the  gasoline  as  against  the  cost  of 
extracting  and  then  later  putting  gas  back  into  the  ground. 

I  am  not  thinking  of  extracting  gasoline.  I  am  thinking  of  the 
process  which  manufactures  gas  into  gasoline  and  no  other 
commodity.  I  am  thinking  of  the  gas? 

I  understand  that  has  been  done  in  the  laboratories  and  I 
believe  it  is  being  done  in  some  of  the  plants  in  the  United 
States,  but  I  am  not  very  familiar  with  it,  Mr.  McDonald,  and 
I  do  not  know  whether  that  is  a  war  measure  which  is  only 
justifiable  in  times  of  war,  but  I  am  sorry  I  do  not  know  very 
much  about  that. 

In  any  event  I  take  it  your  Company  wants  something,  a  price 
for  its  gas  as  gas.  They  are  selling  something  and  not  per¬ 
forming  a  service  in  delivering  this  gas? 

That  is  correct.  My  Company  would  want  a  price  for  its  gas 
which  would  return  it  a  reasonable  profit. 

Now  what  is  a  reasonable  profit  in  your  business? 

A  reasonable  profit  is  something  that  is  difficult  to  define. 

It  varies  and  again  it  is  based  on  competition. 

THE  CHA  IRIAN:  And  may  depend  upon  the  imagination  even? 

It  certainly  depends  upon  the  individual.  One  man  will  say  a 
reasonable  profit  is  not  reasonable,  whereas  another  operator 
might  be  very  happy  to  get  it  at  that  profit.  So  it  is 
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difficult  to  say  what  a  reasonable  profit  is.  The  reasonable 

profit  to  me  is  a  profit  at  which  I  would  be  satisfied  to  sell 

• 

Q, 

gas. 

i 

MR.  MCDONALD:  I  have  been  informed  that  it  is  a  general 

rule  in  both  the  oil  and  gas  business,  unless  you  get  at  least 

100$  profit  over  a  very  limited  time  you  won't  stay  in  business 

very  long.  Is  that  a  general  rule  in  gas  development? 

•  A 

Are  you  speaking  of  gas  producers? 

Q, 

Yes,  gas  producers  and  oil  producers. 

A 

I  never  heard  that  statement  before,  Mr.  McDonald.  I  would. 

% 

hesitate  to  believe  it.  I  think  there  are  a  lot  of  people  in 

business  who  are  not  making  100$  profit. 

100$  on  their  investment,  that  means  return  of  investment  plus 

100$. 

MR.  McLAWS:  Do  you  mean  per  annum? 

MR.  MCDONALD:  No,  from  each  successful  exploitation. 

A 

A 

I  am  not  familiar  with  that  statement  and  I  would  like  to  know 

from  Mr.  Blackstock  whether  the  Utilities  Board  would  permit 

the.  t . 

THE  C HA I KLIN :  If  so  you  would  subscribe  tt  that  statement? 

I  am  very  happy  to  if  that  is  correct. 

a 

MR.  MCDONALD:  Now  dealing  with  these  wells  your  Company 

%.) 

has  drilled  in  the  Princess  field.  I  take  it  they  are  C.  P.  R. 

Princess  No.  1  drilled? 

A 

Yes. 

n 

A 

0, 

And  is  now  capable  of  producing  from  the  Sunburst  sand? 

It  is  now  furnishing  fuel  from  the  Sunburst  sand. 

C.  P.  R.  Princess  No.  2? 

A 

Yes. 

Q 

And  producing  from  the  Sunburst  sand? 

I 
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A 

No,  it  is  shut  in  but  can  be  opened  up  by  perforating  the 

casing. 

%  '  - 

C.  P.  R.  Princess  No.  3  has  been  abandoned? 

Q, 

I  believe  C.  P.  R.  No.  3  is  shut  in  also  and  can  be  opened  up 

by  perforating  the  casing. 

At  the  Sunburst  sand? 

r 

A 

At  the  Sunburst  sand. 

Q, 

A 

No.  4? 

No.  4  is  producing  now  and  I  believe  fuel  is  being  taken  from 

it  today.- 

Q. 

No.  5? 

A 

X* 

No.  5  was  abandoned  because  it  did  not  fit  into  the  scheme  of 

* 

things.  Although  it  showed  gas  from  the  Sunburst. 

Q, 

Do  you  kno?v  how  much? 

A 

I  can  only  say  from  memory  four  or  five  million  cubic  feet  per 

day.  Four  or  five  I  think. 

A 

And  Standard  No.  6? 

No.  6  can  be  opened  up  for  production  from  the  Sunburst  by  per- 

/ 

fora  ting  the  casing. 

Q, 

And  No.  7? 

A 

No.  7  I  believe  we  abandoned,  although  it  showed  quite  a  bit 

of  life  in  the  Sunburst.  I  do  not  recall  the  reasons  why  we 

% 

abandoned  the  well  if  we  did  abandon  it,  but  I  think  that  is 

what  we  did. 

Q 

Now  that  No.  7  well  was  the  most  southerly  well  that  you  drilled 

in  this  group? 

\ 

Yes. 

a 

I  think  it  is  LSD.  15,  Section  12? 

A 

No  I  cannot  say  that  it  is  the  most  southerly  well.  I  think  it 

is  the  farthest  south-east.  Because  we  were  also  interested  in 
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the  drilling  of  the  McDouga ll~Segur ,  and  I  do  not  recall 
whether  it  was  more  southerly  than  7  or  not. 

Q,  Now  the  McDouga  11-Segur  well  is  south-west  of  No.  7? 

A  Yes. 

Q,  It  is  in  LSD.  5  of  Section  11,  Township  20,  Range  12,  West  of 
the  4th  Meridian? 

A  I  think  so.  I  do  not  have  a  mop  before  me.  I  know  it  is  west 
of  No.  7. 

Q,  What  was  the  Sunburst  production  in  that  well? 

A  I  do  not  recall  but  I  think  it  was  substantial  and  my  recoll¬ 

ection  is  that  well  can  also  be  opened  up  to  the  Sunburst  by 
perforating  the  casing. 

Q,  It  is  marked  on  the  record  as  abandoned? 

A  Oh  it  may  be  that  in  the  sense  of  that  record  it  is  abandoned. 

THE  CHAIRMAN: 

Q,  Abandoned  as  an  oil  well,  is  that  it? 

A  But  the  well  is  left  I  believe,  basing  again  on  my  recollection, 

the  well  is  left  so  we  can  go  into  the  well.  Cosing  is  in  it 

and  it  has  been  set  in  the  Sunburst  so  we  can  go  into  the  well 

end  we  have  left  it  in  that  sense  we  have  abandoned,  but  in 

the  sense  we  think  of  it,  we  have  merely  suspended  operations 

until  such  time  as  we  desire  to  take  the  gas  from  the  well. 

MR.  MCDONALD: 

Q,  With  regard  to  Anglo-Canadian  No.  3,  that  well  is  situated 
north-west  of  your  No.  7  well? 

A  I  remember  the  well  quite  well.  It  was  drilled  by  another 
Company . 

Q,  Do  you  know  if  that  was  producing  in  the  Sunburst? 

A  I  do  not  think  it  did.  I  believe  it  was  abandoned.  By  that 

I  mean  they  have  ceased  operations  permanently. 

Q,  As  I  understand  your  answers  to  Mr.  Chambers,  you  said  you 
thought  that  well  was  not  on  structure.  It  was  outside  of 
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the  limit  of  the  area  that  you  had  in  mind.  Is  that  true? 

A  It  is  difficult  for  me  to  express  myself  in  that  regard.  If  I 
say  I  speak  as  a  layman  or  as  a  geologist.  Speaking  as  a 
geologist  it  is  on  structure,  but  I  believe  it  is  outside  the 
closing  contour  of  that  structure. 

Q,  Now  that  would  give  you  the  exclusive  control  to  the  north¬ 
west  in  this  particular  area,  this  5900  acre  area? 

A  That  would  give  us  control  on  the  eastern  side  of  the  structure. 
Q,  I  am  sorry,  I  meant  north-east. 

A  Not  necessarily  north-east,  but  on  the  easterly  flank  of  the 
structure.  One  would  have  control  by  reason  of  the  data  ob¬ 
tained  from  that  well. 

Q,  Have  you  drilled  further  north  any  well  to  give  the,  seme 
limitation  of  the  eastern  contour? 

A  Do  you  mean  along  the  eastern  flank  of  the  structure? 

Q.  Yes. 

A  No,  unless  our  C.  P.'  R.  No.  6  is  partially  on  the  east  flank. 

I  do  not  recall.  It  may  be  on  the  north-west  plunge.  We  have 
other  data  upon  which  we  base  our  geological  structural  con¬ 
clusions  . 

Q,  Would  you  say  that  the  wells  you  have  drilled  are  pretty  well 
on  the  crest  of  the  structure? 

A  No  we  have  drilled  some  on  the  crest  and  some  not  on  the  crest. 

Q,  I  notice  that  they  are  all  drilled  within  an  area  of  say 

roughly  a  mile  along  the  structure? 

A  You  might  be  partially  correct  in  that  regard.  We  have  addit¬ 
ional  control  with  the  Anaconda  Patricia  well  which  was  drilled 

north-west  of  our  holding  along  the  north-west  edge  and  which 

v  *  ■ 

showed  some  oil  in  the  Sunburst. 

Q,  What  was  the  gas  in  the  Sunburst? 
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A  There  was  no  gas.  ¥q  considered  this  well  which  was  quite  low 
to  be  outside  of  the  gas-oil  content. 

Q,  So  that  you  have  a  limit  to  your  field  to  the  north-west? 

A  I  believe  so. 

Q,  Now  as  I  understand  it  then  there  are  about  three  wells  aban¬ 
doned  out  of  the  ten  wells.  Would  that  be  a  fair  run  of  luck 
in  drilling  in  that  area? 

A  I  do  not  know  what  wells  you  have  in  mind,  Mr.  McDonald. 

Q,  Wall  there  is  the- Anglo  No.  1,  the  McDouga ll-Segur ,  and  No.  5. 
Would  you  still  say  they  are  productive  in  the  Sunburst? 

A  Well  two  of  them  are.  The  Anglo-Canadian  well  ,  of  course,  is 
outside  the  productive  area  on  the  structure. 

a  What  have  you  got  to  say  about  the  migration  of  gas  in  this 
Sunburst  sand,  moving  from  well  to  well? 

A  Yes  I  think  it  will  move  very  well. 

Q,  What  have  you  to  say  as  to  drilling  patterns.  Are  you  going 
to  drill  a  well  to  every  40,  quarter  or  one  section? 

A  No  we  would  not  drill  a  well  to  40  acres  and  our  exact  pattern 
would  be  dependent  I  am  sure  to  the  data  obtained  by  the  drill¬ 
ing  of  wells  as  we  drilled  up  the  structure.  I  do  not  think  - 
or  rather  I  believe  as  a  matter  of  practice,  that  gas  wells 
can  be  drilled  farther  apart  than  oil  wells. 

Q,  Would  it  be  four  wells  to  a  section? 

A  Well  that  is  difficult.  I  do  not  believe  it  would  need  that 
rna  ny . 

Q,  You  may  not  need  that  many? 

A  I  may  not  need  that  many.  I  probably  should  say  that  in  my 

mind  a  distinction  is  very  clear  between  what  a  producing  area 
may  produce  under  one  type  of  practice  and  what  it  may  produce 
under  what  may  be  called  by  engineers,  good  practice. 
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Q,  Would  it  be  good  practice  do  you  think  in  this  case  to  drill, 
say,  two  wells  to  a  section  or  one  to  a  section  rather  than  a 

* 

close  pattern? 

A  It  would  not  be  good  practice  for  me  to  set  up  that  policy  at 
this  time  because  I  would  have  to  drill  wells  and  make  tests 
and  obtain  other  data  before  I  would  know  the  proper  spacing 
that  should  be  applied  to  the  field.  I  do  not  have  that  infor¬ 
mation  at  this  time  naturally. 

Q,  The  spacing  of  wells  will  have  quite  an  eff.ect  on  the  economy 

of  your  operations.  If  the  wells  are  widely  spaced  you  are 

« 

going  to  have  a  greater  cost  of  gathering  system  than  you  would 
otherwise  have? 

> 

A  I  did  not  get  that. 

Q,  If  your  wells  were  widely  spaced  you  would  have  a  much  greater 
cost  of  gathering  gas  because  your  pipe  lines  would  be  that 
much  longer? 

A  I  do  not  believe  that  would  be  an  important  item,  Mr.  McDonald, 
unless  by  widely  spaced  you  mean  in  the  next  Township  and  I  do 
not  heave  any  such  ides  as  that  in  mind. 

Q,  Notw  in  this  5900  acres,  Mr.  Galloway,  does  your  Company  control 
all  the  acreage  itself? 

A  No,  it  does  not,  but  I  believe  that  we  control  90^  or  possibly 
a  little  bit  more  than  90%.  Again  I  have  not  computed  that 
accurately . 
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Q,  Mow  do  you  think  that  production  on  those  5900  acres  will 

affect  the  gas  reserve  on  the  adjoining  acreage  that  is  not 
controlled  by  you? 

A  If  we  were  allowed  -  do  you  mean  if  we  were  allowed  to  produce 
the  well  or’  rather  if  the  operator  who  owned  the  other  land 
could  not  offset  our  land,  is  that  what  you  mean? 

Q,  Yes? 

A  Then  the  answer  would  be  yes. 

Q,  The  answer  would  be  yes? 

A  Yes. 

Q.  That  is  to  s a  y  if  your  wells  were  the  only  ones  producing 

and  your  pressures  went  down  it  would  naturally  follow  that 
the  gas  would  migrate  from  the  adjoining  areas  into  your  area, 
would  that  be  true? 

A  I  believe  it  would.  Certainly  the  adjoining  property  would 
be  affected  by  the  loss  in  pressure,  the  adjoining  pressure.' 

Q,  And  the  gas  would  migrate? 

A  Yes ,  I  t  hink  so . 

Q,  *  Now  I  mention  that,  ^jr.  Galloway,  because  of  your  remark 

on  page  1442  of  the  record  yesterday,  in  reply  to  a  question 
by  Mr.  Blanchard,  the  answer  at  the  bottom  of  the  page. 

Your  answer  is : 

MA  It  is  pretty  difficult  to  answer  your  question 
without  stating  that  I  must  be  given  other 
factors.  If  I  were  to  be  assured  of  a  market 
•f  '15.  million  cubic  feet  a  day  then  I  wfuld 
take  the  contract  and  I  would  then  conduct  a 
s  search  as  economically  as  possible  in  the 

Princess  area  for  gas.  I  have  not  done  so 


yet,  but  I  might  say  another  thing  that  I  would 
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"  expect  to  be  given  the  sole  right  to  take  gas 

from  that  area  wherever  it  might  be  found. 

Under  those  conditions  the  answer  is,  yes.” 

Now  in  making  that  reply,  Mr. Galloway,  did  you  have  in 
mind  that  gas  must  be  produced  only  from  your  wells? 

A  No.  Gn  the  contrary  I  had  the  opposite  in  mindi,  that 

if  there  was  gas  adjoining  my  wells  that  was  available  that 
I  would  have  the  right  to  take  that  gas. 

Q,  You  would  purchase  it  then? 

A  Correct. 

Q.  From  the  adjoining  operator? 

A  Yes . 

Q.  .And  how  would  you  fix  the  price? 

A  I  thought  Mr.  Blackstock  would  do  that. 

THE  CHAIRMAN:  On  evidence  givenby  skilled  persons 

like  yourself,  Mr.Gelloway. 

A  I  would  be  very  happy  to  lead  the  evidence,  whatever  is 
wanted . 

Q,  MR.  MCDONALD:  In  other  words,  your  attitude  is, 

I  think.,  Mr.  Galloway,  that  having  provided  the  pipe  line 
to  service  this  field,  you  want  the  right  to  transport  the 
gas  that  is  produced  in  that  field  under  the  provisions  of 
the  Act,  of  the  Natural  Gas  Utilities. 

A  Well  I  would  like  to  have  it  some  day,  Mr,  McDonald. 

Q  Well  I  would  take  it  that  unless  you  do  get  that  right, 

’ 

that  that  was  one  of  the  factors  of  limitations  in  your 
reply  to  Mr.  Blanchard Ts  question? 

A  Perhaps  it  was  an  unnecessary  limitation  because  I  believe 
under  The  Ripe  Line  Act  I  would  come  under  it  anyway,  I 
suppose . 

Q.  DR.  BOOMER: 


You  would  not  have  in  mind  in  that 
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answer  that  you  needed  the  right  to  get  all  the  gas  from 
the  field  to  assure-  e  reasonable  life? 

A  No,  I  did  not  have  that  in  mind.  I  really  had  in  mind  that 
an  operator  who  had  a  ^ipe  line  from  Princess  to  Bow  Island, 
or  the  end  of  the  system,  should  slso  have  the  right  to  take 
the  gas  from  the  surrounding  area,  which  might  be  even  six 
or  ten  miles  away  from  the  Princess  producing  srea,  and  I 
said  that  because  it  seemed  to  me  that  that  would  be  one  of 
the  factors  that  would  be  considered  by  the  operator  in 
deciding  whether  or  not  he  could  sell  gas  at  Bow  Island. 

Q,  MR.  MqDONALD:  Yes,  and  whether  or  not  you  een- 

earn  enough  money  to  pay  for  the  -  -  for  the  cost  of  the 
installation  you  have  to  make. 

A  Well  I  did  not  go  so  far  as  that.  I  was  looking  to  the 
future,  Mr.  McDonald.  If  an  operator  were  assured  of  an 
initial  volume  of  15  million  Oubio  feet  per  day,  and  in 
his  own  judgment  if  he  was  of  the  opinion  that  a  larger 
reserve  of  gas  would  be  present  in  surrounding  areas,  then 
he  would  take  the  additional  reserves  into  consideration 
in  considering  whether  or  not  he  wished  to  transport  gas 
from  the  area.  Do  I  make  myself  clear? 

Q,  MR.  McLAWS :  Whether  or  not  you  thought  it 

was  worth  the  investment? 

A  Yes.  An  operator  might  be  willing  to  make  a  certain  invest¬ 
ment  on  100  billion  cubic  feet  of  gas  reserves.  He  might  be 
willing  to  fiia ke  a  different  investment  if  he  were  convinced 
that  there  was  definitely  100  billion  cubic  feet  of  gas 
and  the  possibility  of  300  billion  in  the  general  area. 

I  think  that  is  normal  practice,  possibly. 

Q,  MR.  MCDONALD :  Would  you  consider  it  reasonable  for 

your  company  or  any  other  company  making  such  an  investment 
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to  look  to  this  Board  to  safeguard  it  on  a  reasonable 
basis  in  oarrying  that  out? 

A  So  far  as  I  am  concerned  I  think  it  should  follow  that  an 
operator  such  as  we  have  referred  to,  should  expect  fair 
dealings 

Q,  Yes.  .And  fair  dealing  would  involve? 

A  A  chance  to  make  a  reasonable  profit. 

Q,  Yes.  And  prevent  unreasonable  competition  which  would 
destroy  his  profit? 

A  If  it  did  destroy  bis  profit  I  think  he  should  be  protected. 

If  it  did  not  destroy  his  profit  I  do  not  know  what  the. 

Board  might  rule  in  that  regard. 

Q,  The  principle  could  be  put  this  way.  If  you  provide  the 
service  that  is  necessary,  you  should  be  entitled  to  make 
a  profit,  to  carry  out  the  service  and  make  s  profit? 

A  I  think  that  is  sound. 

Q,  And  be  protected  to  that  extent? 

A  pardon  me? 

Q,  And  be  protected  by  this  Board  to  that  extent? 

A  I  think  that  is  sound. 

Q,  I  mean  that  's  sound  in  principle,  whether  it  is  applied  to 

the  Princess  field  or  any  other  field  where  gas  is  developed? 

A  W  11,  Mr.  McDonald, I  firmly  believe  that  there  should  be 
encouragement  given  to  capital,  and  I  do  not  see  how  it 
can  be  called  encouragement  unless  capital  can  be  returned 
a  t  a  profit. 

Q,  Now,  Mr. Galloway,  this  gas  from  the  Sunburst  sands,  as  I 
understand,  .does  not  contain  hydrogen  sulphide? 

A  That  is  my  understanding,  Mr.  McDonald. 

Q.  Have  you  seen  the  tests  of  the  gas  from  a  number  of  these 
wells,  that  is  from  the  Sunburst? 
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I  have  had  them,  I  think,  in  many  instances  analyzed  by 
chemists . 

Now  would  it  be  fair  to  say  that  the  gas  from  the  Madison 
and  from  the  Chert  Bed,  and  possibly  the  Devonian,  does 
contain  HgS? 

Mr.  McDonald,  I  do  not  know  of  any  gas  in  that  area  from 
the  Madison  unless  it  is  over  in  the  outer  portion,  oyer 
in  the  Rainy  'Fills  Syndicate  well,  and  I  do  not  know  if  that 
is  from  Madison,  I  do  not  know  of  any  gas  from  the  Chert,  - 
gas  from  the  upper  portion  of  the  Devonian  does  contain 
a  small  amount  of  hydrogen  sulphide. 

Now  what  about  the  gasoline  content  of  the  Sunburst  gas, 
that  is  its  GPM? 

Yes,  I  have  that  information.  It  varies. 

What  is  the  range? 

I  could  not  give  you  the  range  offhand.  I  have  an  initial 
average  of  3/lOths  to  3/8ths  of  a  gallon  p.-r  thousand  cubic 
feet . 

Q,  Well  my  information  is  that  it  runs  from  about  .15,  that 
would  be  lJ/lOths  per  one  thousand  cubic  feet? 

A  It  might  be  correct.  I  do  not  have  those  figures 

before  me.  I  was  thinking  of  it  as  an  average  from  the 
analyses  that  have  been  made. 

Q,  3/lOths  you  think  possibly  would  be  the  maximum,  as  you 
recollect  these  tests? 

A  So  I  think  that  it  is  possibly  from  3/lOths  to  3/8ths  of  a 
gallon,  but  that  is  pretty  difficult  to  determine  at  this 
stage,  and  I  believe  accurate  information  could  be 
obtained  only  after  the  wells  went  on  sustained  and  steady 
produ  ct  ion. 

Q.  Dealing  with  water  intrusion  in  the  Sunburst  sand,  is  the 
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water  actually  present  in  the  Sunburst  sandstone,  or  is  it 
present  in  other  horizons  and  escapes  through  faulty 
drilling? 

jt,  I  do  not  believe  that  there  is  water  in  the  Sunburst  zone 

within  the  closed  oontour  of  the  Princess  structure,  except 
as  a  connate  water  or  fossil  water.  Immedif t ely  under¬ 
lying  the  Sunburst  there  is  a  very  coarse  permeable  zone 
that  we  referred  to  as  the  Chert  zone,  that  has  oil  in  it 
which  is  underlain  by  water.  It  is  more  permeable  than 
the  Sunburst  zone,  I  believe.  Some  of  the  difficulty 
in  testing  the  wells  at  Princess  was  that  both  of  these 
zones  were  open,  or  in  this  case  where  only  the  Sunburst 
was  onen,  we  attempted  to  obtain  more  oil  than  we  should 
have,  and  there  was  a  tendency  for  the  well  to  go  to  water 
and  gas,  but  the  water  by  reason  of  that  type  of  production 
practice  was  coning  up.  Such  a  situation  is  not  unusual 
in  oil  fields. 

Q,  Now  I  was  struck  by  your  statement  yesterday  that  you 

produced  these  wells  at  10^.  Was  it  on  the  open  flow  that 
you  referred  to? 

A  No,  I  had  in  mind  tbrt  we  might  begin  with  a  production 
rate  which  would  have  a  10 f0  decline,  well,  say  from  1500 
pounds.  I  went  on  to  say  I  believe  that  thrt  would  be 
subject  to  change  from  time  to  time  as  we  studied  and 
produced  the  wells. 

Q,  Yes.  Now,  I  took  it  to  be  entirely  opposite  that  the  10“/o 
referred  to  wes  the  1 0°/o  open  flow.  Now  have  you  any  means 
of  estimating  that? 

A  Oh,  Mr.  McDonald,  I  am  sure  that  I  have  not  considered  the 
wells  as  ever  being  subjected  to  open  flow.  No,  I  have 
not  had  any  such  idea  in  mind.  I  have  thought  of  the 
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wells  .  at  all  times  with  respect  to  their  pressures,  that 
is,  the  formation  pressure  around  the  well.  That  is,  the 
bottom  of  the.  well  and  also  the  pressure  et  which  the  well 
would  be  produced  from  time  to  time. 

Q,  MR. BLANCHARD:  I  took  t^e  answer  to  mean  10$ 

of  the  capacity  of  the  well  daily. 

A  Pardon  me? 

Q,  I  took  it  to  mean  10$  of  the  capacity  of  the  well  daily? 

A  No,  I  did  not,  Mr.  Blanchard,  have  that  in  mind. 

Q,  MR.  MCDONALD:  Well  then,  how  does  that  reconcile 

the  impression  with  the  statement  yesterday  that  water 
intrusion  may  come  into  any  one  of  these  wells  at  any 
time?  That  is  what  I  understood  your  evidence  yestereay? 

A  I  think  it  would  be  likely  to  cone  up  from  below  if  the 
wells  were  subjected  to  open  flow,  and  I  think  that  an 
operator  would  bo  guilty  of  poor  practice  to  permit  such 
a  thing,  particularly  after  the  experience  which  we  have 
had . 

Q  And  this  coning  would  oome  from  the  horizon  immediately 
below  the  Sunburst? 

A  That  is  correct. 

Q,  And  that  would  arise  beoause  of  your  pressure  at  the  bottom 
of  the  hole  lessening  to  such  an  extent  that  the  wieter  would 
come  right  through  the  Sunburst  sand? 

'A  I  think  the  Chert  Zone  is  more  permeable  than  the  Sunburst 
zone. 

Q,  Ye  s  ? 

A  And  perhaps  the  coning  with  unrestricted  flow  is  more  likely 

to  occur. 

Q,  Now,  after  a  well  has  been  allowed  to  cone,  is  it  irretrievably 
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A  No,  it  is  not. 

q,  Would  you  plug  baok  or  plug  off  the  horizon  which  is  causing 
the  trouble? 

A  Sometimes  you  can  plug  "back.  Other  times  you  shut  t  ho 
well  in  and  leave  it  shut  in  for  a  long  period  of  time, 
and  eventually  put  it  back  on  a  very  restricted  flow  and 
you  may  have  no  difficulty  with  it. 

Q,  Now  then,  can  you  give  me  an  example?  Take  your  Princess- 

C.p.R.  No.  1,  1545  pound  pressure,  and  the  top  hole  pressure, 
what  would  you  operate  the  well  at  to  get  10^o? 

A  I  do  not  know,  Mr.  McDonald.  I  think  we  would  be  likely 
to  drill  the  wells,  place  them  on  production,  shut  them  in, 
take  bottom  hole  pressures,  determine  the  pressures  in  efch 
well,  decide  arbitrarily  to  dr rw  down  the  well  at  a  certain 
rate,  and  take  the  bottom  hole  pressure  at  that  time, 
and  determine  whether  or  not  we  wished  to  draw  it  any  faster 
than  that,  but  it  would  be  based  on  a  study  that  went  on 
e  urrently. 

Q,  Well,  how  much  gas  would  you  think  the  C.P«R. -Pr incess  would 
produce  on  reasonable  and  proper  operation? 

A  Well  I  could  not  say,  Mr.  McDonald.  I  think  that  an 

operator  would  be  more  likely  to  come  out  better  if  he  used 
the  field  rather  than  any  particular  well. 

Q.  Well,  do  you  think  that  the  G.P.R.  -princess  would  produce, 

the  C  .P.R.  -Pri  ncess  No.  1,  would  produce  a  million  feet  a 
a 

day  on/ reasonable  operational  basis? 

A  Oh,  I  am  sorry,  I  misunderstood  you.  I  have  in  my  mind, 

arbitrarily  to  start  with,  that  we  might  attempt  to  produce 
thf  well  in  the  vicinity  of  1  million  feet  per  day,  and 
then  watch  it  and  make  any  adjustments  that  we  might  consider 
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Q 
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or  might  seem  necessary. 

What  I  had  in  mind,  Mr*  Galloway,  is  how  many  wells 
you  would  have  to  drill  before  you  could  undertake  to 
supply  15  million  cubic  feet  a  day? 

Well  I  h8d  in  mind  that  if  the  contracts  were  available 
for  an  average  of  15  milion,  we  might  have, 15  million 
oubic  feet  a  day,  we  might  have  30  wells  in  the  field. 

3  0  wells  ? 

Yes, 
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Q,  Now  if  you  were  looking  for  an  average  of  15  million  a  day 
that  would  mean  during  the  slack  season,  the  seasonal  off- 
peak  load,  you  might  deliver  10  million  a  day. 

a  Pardon  me? 

1  You  might  deliver  10  million  a  day  on  the  off-peak  days  of 
your  share  of  the  market? 

A  Yes. 

Q,  If  you  were  going  to  deliver 'at  25  million  on  some  additional 
days,  maybe  a  week  or  two  weeks  or  three  weeks  out  of  the 
year,  would  you  require  more  than  30  wells? 

A  I  don't  think  so,  but  again  we  are  talking  about  factors  that 
I  would  have  to  determine. 

Q,  Have  you  given  consideration  to  the  decline  in  the  wells? 

Would  you  have  to  have  a  continuous  drilling  program? 

a  I  do  not  think  so.  I  had  in  mind,  or  rather  I  was  visualizing 
it  that  a  contract  would  probably  bo  lot  for  a  great  number  of 
wells  and  that  is  where  we  would  come  back  to  the  economic  and 
competitive  angle  again.  That  we  would  get  them  drilled  at  a 
fairly  low  cost . 

Q,  When  you  say  a  great  number  of  wells,  would  it  be  more  than 
30  you  have  in  mind? 

A  No,  I  do  not  have  in  mind  any  more  than  30  for  this  15  million 
cubic  feet  a  day  average  in  the  Princess  structure. 

Q,  And  you  are  thinking  of  35  thousand  dollars  per  well  cost? 

A  No,  I  was  not. 

Q,  I  understood  that  was  your  eviddnce  yesterday. 

A  The  question  was  put  to  me,  I  believe,  what  does  it  cost  us 
to  drill  wells  to  that  zone  and  I  took  that  to  mean  today, 
but  today  I  am  searching  for  oil  and  I  figure  that  they  would 
cost  me  about  35  thousand  dollars.  But  if  I  knew  that  I  could 
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drill  a  great  number  for  gas  I  could  reduce  that  price  consid¬ 
erably. 

Q,  What  would  your  allowance  be  for  dry  holes?  Do  you  think 
you  should  allow  20  per  cent  for  dry  holes? 

A  I  have  not  considered  it,  Mr.  McDonald.  I  have  not  thought 
of  the  possibility.  I  had  assumed  that  the  area  was  proven 
and  on  the  best  information  obtained  to  date,  the  Sunburst 
zone  should  be  a  blanket  zone  in  there.  I  might  say  this  that 
in  my  experience  in  developing  oil  fields,  we  generally  find 
that  we  develop  a  larger  area  than  we  had  at  first  anticip¬ 
ated.  Production  has  a  habit  of  running  further  down  on  the 
one  end  than  operators  normally  anticipate  and  in  California 
for  instance  most  of  the  operators,  small  operators  have  be¬ 
come  very  wealthy  by  reason  of  that  principle.  The  major 
companies  have  taken  the  top  of  the  structure  and  the  smaller 
operators  have  taken  the  flank  or  the  plunge  and  there  was 
lots  of  good  oil  there.  So  in  here  I  think  that  I  can  safely 
assume  that  I  should  have  approximately  not  less  than  5900 
acres.  When  I  speak  of  in  here  I  mean  the  Princess  structure. 

Q,  Have  you  made  up  a  figure  as  to  what  the  drilling  of  these 
30  wells  will  cost  you? 

A  Well  no,  because  it  would  be  difficult  to  do  so.  The  figure 
which  it  would  cost  would  be  a  competitive  one.  The  bidding 
would  be  offered  to  contractors  and  if  they  did  not  do  it  at 
a  price  at  which  we  felt  it  could  be  done,  perhaps  we  would 
drill  it  ourselves. 

Q,  Have  you  given  consideration  to  the  installation  of  the  gather¬ 
ing  system  in  the  field? 

I  have  not  gone  into  details  of  this  thing,  Mr.  McDonald, 
except  as  I  stated  I  believe  to  Mr.  Chambers. 
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Q,  For  instance,  you  have  not  considered  how  much  10  inch  or 
12  inch  pipe  you  would  require? 

A  On  the  gat  hering  system? 

Q,  2)n  the  gathering  system. 

A  No,  I  have  not. 

Q,  Or  how  much  8  inch  pipe  or  6  inch? 

A  No,  I  have  not.  I  merely  looked  at  it  from  the  profit  angle. 

I  believe  with  a  gross  income  of  approximately  425  thousand 
dollars  that  a  profit  could  be  made. 

Q,  I  take  it  from  that  that  you  have  not  calculated  the  cost  of 
an  absorption  plant  and  the  installation  of  a  dehydrator  to 
dry  this  gas? 

A  No,  I  have  not  considered  that  because  I  have  not  considered 
the  revenue  to  be  obtained  from  the  extraction  of  gasoline  . 

Q,  You  have  not  gone  into  detail? 

A  No.  That  is  over  and  above  the  gross  revenue. 

Q,  About  the  moisture  content  of  this  gas  from  the  Sunburst. 

Would  it  have  to  be  dried  before  you  could  put  it  in  the  line? 

A  I  think  it  might.  I  think  there  is  a  good  possibility  we 
might  have  to  dry  it. 

Q,  Have  you  given  any  consideration  to  the  cost  of  the  drier, 
the  unit  cost  per  Mcf.? 

A  Since  no  sulphur  is  present,  to  my  knowledge,  I  do  not  believe 
that  should  be  an  appreciable  cost  although  I  have  not  con¬ 
sidered  it  in  detail. 

Q,  as  I  understand  in  reply  to  Mr.  Chambers,  in  regard  to  the 
pipeline  from  this  area  to  Barnwell  or  Bow  Island,  you  con¬ 
sider  you  would  require  a  14  inch  line. 

A  I  think  that  probably  would  be  advisable  or  so  I  am  informed 
by  engineers  if  15  million  cubic  feet  a  day  were  going  to  be 
the  average  throughout . 
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Q,  Have  you.  given  consideration  to  the  pressure  that  there  would 
be  at  the  inlet  of  the  line? 

* 

A  Yes.  I  could  give  it  consideration  now. 

Q,  Y/hat  did  you  have  in  mind. 

A  Well,  I  think  that  the  pressure  would  have  to  be  reduced  at 
the  intake  at  Princess.  Wo  would  have  to  hold  it  back  in 
other  words. 

Q,  To  what  figure? 

A  I  have  not  considered  that  figure.  I  believe  that  probably 

would  be  the  result  of  trial  and  error.  It  would  bo  dependent 
on  the  pressure  at  which  the  system  would  require  it  at  Bow 
Island  or  Barnwell.  If  they  wanted  300  pounds,  that  is  one 
thing.  And  if  they  wanted  400  pounds,  that  is  another. 

Q,  You  think  for  some  time  you  could  supply  say  500  or  600  pounds 
per  square  inch  pressure  at  the  inlet? 

A  We  could  supply  what? 

Q,  500  or  600  pounds  pressure  at  the  inlet  of  your  line? 

A  Yes,  I  think  so.  Easily.  But  again  I  am  relying  on  the 

advice  given  me  by  engineers. 

Q,  Have  you  ascertained  the  possible  cost  of  installing  the  14 
inch  line? 

A  No,  I  have  not  except  in  a  very  hazy  manner.  I  do  not  believe 
you  could  obtain  such  a  thing  at  the  present  time. 

Q,  Have  you  given  consideration  to  the  operating  expense  of  your 
ins t  alia t ions? 

THE  CHAIRMAN:  I  do  not  kno w,  Mr.  McDonald,  but  I  have  a 

hazy  notion  that  this  witness  has  said,  perhaps  20  times,  that 
he  has  not  gone  into  any  detail  at  all.  I  do  not  want  to 
interrupt ' you  but  it  does  seem  unnecessary  to  have  him  repeat 
ad  nauseum  what  he  has  said  so  many  times  already. 
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He  makes  a  general  statement,  Mr.  Chair- 

raan,  and  I  want  it  on  record  exactly  what  he  has  given  con¬ 
sideration  to.  He  certainly  must  have  given  some  consider¬ 
ation  to  something. 

« 

THE  CHAIRMAN:  He  has  made  this  statement  that  if  he 

gets  a  market  of  an  average  of  15  million  feet  per  day  which 
■will  yield  him  a  gross  revenue  of  something  in  the  neighbor¬ 
hood  of  400  thousand  dollars,  he  believes  he  can  operate  at  a 
profit.  Is  that  the  furthest  you  have  gone,  Mr.  Galloway? 

A  I  believe  that  is  right.  I  think  it  must  be  presumed  that 
it  would  require  good  management. 

Q,  MR.  STEER:  And  you  said  you  would  take  a  contract  for 

15  million  cubic  feet  at  7f  cdnts. 

MR.  McLAWS:  Not  at  the  present.  At  a  time.  Not  during 

the  war  but  after  the  war. 


MR.  CHAMBERS : 

How  long? 

MR.  ZEN3RTY: 

When  you  can  get  the  stool. 

MR.  Me  LAWS : 

Yes . 

A  I  do  not  believe  I  have  been  asked  that  question  yet  . 


Q,  MR.  STEER: 

I  think  you  said  you  would  take  a  contract. 

MR.  McLAWS: 

You  mean  to  say  take  a  contract  at  the 

present  time? 


MR*  STEER: 

No,  when  he  c  Quid  get  the  steel. 

MR.  McLAWS: 

That  is  what  I  wanted  to  make  clear. 

A  I  did  not  know  I 

was  offered  a  contract. 

MR.  STEER: 

No ,  you  were  not . 

Q,  MR.  MCDONALD: 

In  arriving  at  your  figure  of  $425,000.00 

you  have  told  us  you  have  taken  into  consideration  the  fact 
that  yau  would  have  to  buy  gas  from  other  producers  as  and  if 
and  when  they  became  active  and  operated  their  leases  in  your 
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area,  is  that  a  fair  statement? 

A  If  I  heard  it  correctly  -  I  do  not. believe  I  ever  said  that 
but  will  you  repeat. that,  Mr.  Reporter. 

Q.  I  will  put  it  to  you  this  way,  that  you  anticipated  that  you 
would  develop  your  own  leases.  You  have  also  anticipated 
that  lease  holders  in  the  same  area  would  develop  their  leases 
and  that  sincG  gas  produced  from  a  common  area  must  go  to  the 
common  market  under  this  Act,  you  would  have  to  buy  the  gas 
from  the  other  lease  holders. 

A  I  think  I  probably  would  be  required  to  do  so. 

Q,  I  understood  your  evidence  a  short  time  ago  was  you  antici¬ 

pated  you  would  have  to  do  so? 

A  Yes,  I  think  that  if  I  had  a  line  and  that  I  had  a  contract 
I  probably  w^ould  be  required  to  do  so. 

Q,  Have  you  given  consideration  to  what  you  would  pay  -  as  to 
what  you  would  offer  or  ask  this  Board  to  approve  that  you 
would  pay  for  the  gas  produced  by  the  other  producers  or  the 
other  lease  holders? 

A  I  presume  I  would  be  offering  the  profit  which  I  was  making 

on  mine  and  if  he  did  not  consider  that  satisfactory  he  would 
not  have  to  sell  it .  But  you  are  talking  about  . 

Q,  You  do  not  know  now  what  that  profit  is  or  the  price  you 
would  offer? 

A  I  have  no  way  of  determining  that  at  the  present  time. 

Q,  The  reason  for  that  is  you  have  not  given  consideration  to 
these  details? 

A  I  probably  should  state  that  in  arriving  at  the  opinion  I 
gave  that  I  took  the  gross  revenue  of  approximately  425 
thousand  dollars;  but  I  figured  I  had  to  meet  competition  or 
else  the  gas  could  not  be  sold. 

Q,  Yes . 
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A  That  perhaps  the  difference  between  what  is  now  going  on  at 
Turner  Valley  and  would  be  going  on  at  Princess  might  be  40 
miles  of  pipeline  and  I  merely  took  away  from  my  425  thousand 
dollars  100  thousand  dollars  or  maybe  115  or  125  thousand 
dollars  which  would  handle  the  carrying  charges  on  the  con¬ 
struction  and  the  handling  of  that  40  miles  of  excess  line. 
With  that  in  mind,  I  should  still  be  able  to  make  a  profit,  a 
reasonable  profit  with  an  income  of  from  300  to  325  thousand 
dollars  annually.  And  that  is  really  the  basis  on  which  I 
stand.  I  have  not  gone  any  further  than  that. 

Q,  If,  when  you  come  to  the  details  of  those  installations  and 

the  drilling  and  the  risks  involved  and  you  are  wrong  in  your 
estimate  and  the  total!  cost  should  amount  to  more  than 
$425,000.00,  you  would  really  be  giving  your  gas  away  for 
nothing,  would  not  that  be  the  outcome? 

THE  CHAIRMAN:  Is  not  this  whole  discussion  so  absolutely 

academic  it  is  wasting  tine.  One  thing  that  this  witness  has 
proved  and  established  is  that  there  is  a  gas  field  at  Princess 
and  no  matter  whether  we  take  his  figure  or  Mr.  Webb's  figure 
there  is  a  vary  substantial  gas  field  there.  When  the  day 
comes  that  Princess  gas  may  be  needed  in  Calgary  or  when 
Princess  says  ”we  want  a  share  of  the  Calgary  market”  then 
they  will  have  to  go  into  these  details  into  which  they  have 
not  yet  gone  and  find  out  whether  they  can  compete  with  Tur¬ 
ner  Valley  G-as  or  whether  they  cannot.  We  might  then  have  to 
consider  whether  there  should  be  a  market  sharing  position 
with  a  different  price  in  one  field  and  a  different  price  in 
another  field,  with  an  average  price,  wholesale  price,  to  the 
G-as  Company  in  Calgary.  Those  things  are  all  possibilities 
but  they  are  not  practical  possibilities  at  the  moment. 
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Q,  DR.  BOOMER:  You  havo  no  intention  of  asking  for  entry 

into  the  Calgary  market. 

A  No,  I  have  not. 

Q,  Until  the  Calgary  market  needs  you? 

A  No. 

MR.  Mo  LAWS :  And  until  steel  is  available. 

A  Both  of  these  statements  have  expressed  what  I  have  attempted 
to  say  here,  so  poorly  I  suppose. 

Q,  THE  CHAIRMAN:  Suppose,  Mr.  Calloway,  5  years  from  now 

steel  was  available  and  construction  costs  were  down  and  you 
have  that  gas  there,  do  you  want  to  commit  yourself  today  by 
saying  that  you  do  not  want  a  share  of  the  Calgary  market 
until  the  Calgary  market  needs  your  gas? 

A  No,  I  do  not  want  to  go  that  far. 

Q,  I  thought  you  did. 

A  I  want  myself  to  be  loft  -  perhaps  I  should  state  my  impress¬ 
ions.  'When  I  came  here  I  understood  that  an  investigation  was 
being  made  of  the  gas  at  present  available  to  Calgary  or  this 
Southern  Alberta  gas  system  and  an  investigation  of  possible 
other  sources  for  that  system.  I  understood  further  that  you 
were  attempting  or  would  attempt  to  determine  the  value  of  the 
gas  probably  at  many  places  along  the  way  betweeh  the  reservoir 
and' the  downstream  side  we  will  say  of  any  plants  where  gas  was 
being  placed  into  the  system.  Now  I  want  this  Board  to  know 
that  in  the  opinion  of  tfce  California  Standard  Company,  we  have 
established,  while  searching  for  petroleum,  substantial  reserves 
of  gas  at  Princess  and  while  you  are  making  these  other  con¬ 
siderations  we  would  like  you  to  consider  the  fact  or  consider 
the  possibility  that  wo  may  wish  to  serve  you  gas  into  your 
system  at  a  time  when  we  are  able  to  do  so  at  a  price  which 
would  be  satisfactory  to  us  and  to  the  Board.  I  have  attempted 
to  say  that.  Perhaps  I  have  said  it  poorly. 
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Q,  I  personally  got  that  opinion  as  being  your  intention. 

Q,  DR.  BO  OMR :  Would  it  be  fair  to  say  from  your 

preliminary  examination  and  assuming  you  can  develop  the 
necessary  resources  that  the  present  price  structure  in 
the  Canadian  Western  system,  particularly  say  at  Bow  Island 
or  Turner  Valley,  is  not  far  from  what  you  would  expect  to 
get? 

A  Dr.  Boomer,  that  is  putting  me  on  the  spot.  Frankly,  I  would 
like  to  get  as  much  as  I  can  get-. 

Q,  You  told  mo  flatly  yesterday  that  you  would  take  7f  cents. 

I  gathered  this  morning  you  did  not  quite  mean  exactly  7f  cents 
and  I  am  asking  you  . 

A  I  am  sorry,  I  misunderstood  you.  I  thought  I  was  telling  you 
yesterday  that  I  could  I  believe  at  the  tine  I  will  get  the 
steel  requirements  and  the  labor  requirements,  furnish  gas  at 
Bow  Island  at  that  price  or  a  comparable  price  at  a  profit. 

That  is  what  I  am  attempting  to  say  to  you  and  that  is  what 
I  was  thinking  of  yesterday. 


(Go  to  page  1528) 
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Q,  DR.  BOOMER:  And  at  a  comparable  price  you  think, 

plus  or  minus  7%  cents? 

A  Plus  or  minus  7f-  cents. 

MR.  HARVIE:  Jufct  one  question  I  would  like  to  ask, 

Mr.  Chairman? 

THE  CHAIRMAN :  Yes? 

CROSS-EXAMINATION  BY  MR.  HARVIE: 

Q,  That  is,  Mr.  Galloway,  have  you  given  consideration  to  the 
possibility  of  locating  any  other  market  than  that  supplied 
by  the  present  Southern  Alberta  Gas  System? 

A  Pardon  me. 

Q,  Have  you  given  any  consideration  to  there  being  another  market 
than  that  offered  by  the  so-called  Calgary  Gas  System? 

A  Yes,  I  have  from  time  to  time. 

Q,  And  what  have  you  concluded,  what  conclusion  have  you  come  to? 

A  That  I  would  consider  it  further  at  the  conclusion  of  the  War'. 

THE  CHAIRMAN:  Anything  further,  -  thank  you,  Mr. 

Galloway. 

Do  you  want  to  start  on  another  item  of 

the  Agenda? 

MR.  CHAMBERS:  If  we  do  start  the  sharing  position  I 

am  sure  we  cannot  finish  it  next  week,  and  the  other  evidence 
of  the  engineers  who  will  be  here. 

THE  CHAIRMAN:  You  are  suggesting,  Mr.  Chambers,  that 

we  adjourn  now,  ere  you? 

MR.  CHAMBERS:  Yes. 

THE  CHAIRMAN :  lam  very  willing  to  adopt  your  suggest¬ 

ion. 

MR.  CHAMBERS:  I  take  it  then  on  Monday  we  will  start, 

with  the  other  subject, 


rather  than  sharing? 
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TH3  CHAIRMAN:  Yes,  that  is  right.  We  will  now 

adjourn. 

(The  Inquiry  was  here  adjourned  to  be  resumed  at  9.30  a.m. 
Monday,  April  9th) 
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